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PART |

ITEM 1. BUSINESS

Armstrong World Industries, Inc. ("AWY") is a Pennsylvania corporation incorporated in 1881, which together with its
subsidiaries is referred to here as “Armstrong”. Through its U.S. operations and U.S. and international subsidiaries,
Armstrong designs, manufactures and sells interior finishings, most notably floor coverings and ceiling systems,
around the world. Armstrong products are sold primarily for use in the finishing, refurbishing and repair of residential,
commercial and institutional buildings. Armstrong also designs, manufactures and sells kitchen and bathroom
cabinets.

Armstrong Holdings, Inc. (sometimes referred to as “AHI") is the pubilicly-held parent holding company of Armstrong.
AHI became the parent company of Armstrong on May 1, 2000, following AWI shareholder approval of a pian of
exchange under which each share of AWl was automatically exchanged for one share of AHI. AHI was formed for
purposes of the share exchange and holds no other significant assets or operations apart from AWl and AWl's
subsidiaries. Stock certificates that formerly represented shares of AWI were automatically converted into certificates
representing the same number of shares of AHI. The publicly-held debt of AW! was not affected in the transaction.
The following discussion of Armstrong's business is applicable to AHI and AWI.

Proceedings under Chapter 11
On December 6, 2000, AWI, the major operating subsidiary of AHI, filed a voluntary petition for relief (“the Filing”)

under Chapter 11 of the U.S. Bankruptcy Code (“the Bankruptcy Code”) in the United States Bankruptcy Court for the
District of Delaware (the “Court”) in order to use the court-supervised reorganization process to achieve a resolution of
its asbestos liability. Also filing under Chapter 11 were two of Armstrong’s wholly-owned subsidiaries, Nitram
Liquidators, Inc. and Desseaux Corporation of North America, Inc. The Chapter 11 cases are being jointly
administered under case numbers 00-4469, 00-4470, and 00-4471 (the “Chapter 11 Cases”).

AHI, and Armstrong’s other subsidiaries, including Triangle Pacific Corp., WAVE (Armstrong's ceiling grid systems joint
venture with Worthington Industries), Armstrong Canada, Armstrong DLW AG and its other non-U.S. operating
subsidiaries were not a part of the Filing.

Like other companies involved in asbestos litigation, AWI has tried a number of different approaches to managing its
asbestos liability, including negotiating broad-based settlements of claims and supporting efforts to find a legislative
resolution. The number of new claims filed and the cost to settle claims, however, continued to escalate. In addition,
liquidity concerns increased when Owens Corning Fiberglass filed for Chapter 11 protection on October 5, 2000. This
hurt AWI's ability to obtain ongoing financing on acceptable terms. These were the principal factors which led to the
decision to make the Filing.

AWI is operating its business and managing its properties as a debtor-in-possession subject to the provisions of the
Bankruptcy Code. Pursuant to the provisions of the Bankruptcy Code, AWI is not permitted to pay any claims or
obligations which arose prior to the Filing date (prepetition claims) unless specifically authorized by the Court.
Similarly, claimants may not enforce any claims against AWI that arose prior to the date of the Filing. In addition, as a
debtor-in-possession, AWI has the right, subject to the Court's approval, to assume or reject any executory contracts
and unexpired leases in existence at the date of the Filing. Parties having claims as a result of any such rejection may
file claims with the Court which will be dealt with as part of the Chapter 11 Cases.

Two creditors’ committees, one representing asbestos claimants and the other representing other unsecured creditors,
have been appointed in the Chapter 11 Cases. In accordance with the provisions of the Bankruptcy Code they have
the right to be heard on matters that come before the Court in the Chapter 11 Cases.

It is AWl's intention to address all of its prepetition claims, including all asbestos-related claims, in a plan of
reorganization in its Chapter 11 Case. At this juncture, it is impossible to predict with any degree of certainty how such
a plan will treat such claims and the impact AWlI's Chapter 11 Case and any reorganization plan will have on the
shares of common stock of AW, all of which are held by AHI and along with AWI's operating subsidiaries are the only
material asset of AHI. Generally, under the provisions of the Bankruptcy Code, holders of equity interests may not
participate under a plan of reorganization uniess the claims of creditors are satisfied in full under the plan or unless
creditors accept a reorganization plan which permits holders of equity interests to participate. The formulation and
implementation of a plan of reorganization in the Chapter 11 Cases could take a significant period of time.



Financing

The Court has approved a $300 million debtor-in-possession credit facility provided by a bank group led by The Chase
Manhattan Bank (the "DIP Facility"). AWI believes that the DIP Facility, together with cash generated from operations,
will be more than adequate to address its liquidity needs. As of February 28, 2001, AWI had $96.3 million of cash and
cash equivalents in addition to cash held by its non-debtor subsidiaries. Borrowings under the DiP facility, if any, will
constitute superpriority administrative expense claims in the Chapter 11 Cases.

Accounting Impact
AICPA Statement of Position 90-7, "Financial Reporting by Entities in Reorganization under the Bankruptcy Code”

("SOP 90-7") provides financial reporting guidance for entities that are reorganizing under the Bankruptcy Code.
Armstrong has implemented this guidance in the accompanying financial statements.

Pursuant to SOP 90-7, AW is required to segregate prepetition liabilities that are subject to compromise and report
them separately on the balance sheet. See Note 4 for detail of the liabilities subject to compromise at December 31,
2000. Liabilities that may be affected by a plan of reorganization are recorded at the amount of the expected allowed
claims, even if they may be settled for lesser amounts. Substantially all of AWI’s prepetition debt, now in default, is
recorded at face value and is classified within liabilities subject to compromise. Obligations of Armstrong subsidiaries
not covered by the Filing remain classified on the consolidated balance sheet based upon maturity date. AWI's
asbestos liability is also recorded in liabilities subject fo compromise. See Note 29 for further discussion of AWI's
asbestos liability. ’

Additional prepetition claims (liabilities subject to compromise) may arise due to the rejection of executory contracts or
unexpired leases, or as a result of the allowance of contingent or disputed claims.

SOP 90-7 also requires separate reporting of all revenues, expenses, realized gains and losses, and provision for
losses related to the Filing as Chapter 11 reorganization items. Accordingly, AWI recorded a total of $103.3 million as
Reorganization Costs in December 2000, consisting of:

($ millions)
Adjustment of net debt and debt issue costs to expected amount of allowed claim $42.0
ESOP related expenses 58.8
Professional fees 26
Interest income, post petition (0.3)
Other expenses directly related to bankruptcy, net 0.2
Total Chapter 11 reorganization costs $103.3

To record prepetition debt at the face value or the amount of the expected allowed claims, AW adjusted the amount of
net debt and debt issue costs and recorded a pre-tax expense of $42.0 million.

ESOP related costs include a $43.3 million impairment charge related to amounts borrowed by the ESOP from
Armstrong, the trustee of the ESOP. As described more fully in Note 19, Armstrong has not permitted further
employee contributions to the ESOP. Therefore, it is expected that the ESOP will no ionger have the ability to repay
Armstrong money it previously borrowed. in addition, a $15.5 million expense was recorded related to interest and tax
penalty guarantees owed to ESOP bondholders caused by the defauit on the ESOP bonds.

Professional fees represent legal and financial advisory expenses directly related to the Filing.
Interest income in the above table is from short-term investments of cash eared by AWI subsequent to the Filing.

As a result of the Filing, realization of assets and liquidation of liabilities are subject to uncertainty. While operating as
a debtor-in-possession, AWI may sell or otherwise dispose of assets and liquidate or settle liabilities for amounts other
than those reflected in the condensed consolidated financial statements. Further, a plan of reorganization could
materially change the amounts and classifications reported in the consolidated historical financial statements.

Discontinued Og rations
On May 31, 2000, Armstrong completed its sale of all of the entities, assets and certain liabilities comprising its

Insulation Products segment to Orion Einundvierzigste Beteiligungsgesellschaft Mbh, a subsidiary of the Dutch
investment firm Gilde investment Management N.V. for $264 million. The transaction resulted in an after tax gain of
$114.8 million, or $2.84 per share.



In February 2001, Armstrong determined to permanently exit the Textiles and Sports Flooring segment and on
February 20, 2001 entered into negotiations to sell substantially all of the businesses comprising this segment to a
private equity investor based in Europe. The proposed sale, while subject to certain approvals, including that of the
Court, is expected to close in June 2001. Accordingly this segment has been classified as a discontinued operation in
the accompanying consolidated financial statements. Prior year balances and results have been reclassified to reflect
the net assets and results of discontinued operations. Based on the expected net realizable value of the business,
Armstrong recorded a pretax net loss of $30.3 million in the fourth quarter of 2000, $19.5 million net of tax benefit.

Indust t

inancial Informati ] n
See Item 8, Note 3 to Consolidated Financial Statements for financial information on Armstrong’s reportable industry
segments.

Narrati ripti in
Armstrong designs, manufactures and sells interior finishings, most notably floor coverings and ceiling systems around
the world. Armstrong products are sold primarily for use in the finishing, refurbishing and repair of residential,

commercial and institutional buildings. Armstrong also designs, manufactures and sells kitchen and bathroom
cabinets.

Floor Coveri

Armstrong is a worldwide manufacturer of a broad range of resilient floor coverings for the interiors of homes and
commercial and institutional buildings, which are sold with adhesives, installation and maintenance materials and
accessories. Resilient flooring, in both sheet and tile forms, together with laminate flooring and linoleum, are sold in a
wide variety of types, designs, and colors. Included are types of flooring that offer such features as ease of
installation, reduced maintenance (no-wax), and cushioning for greater underfoot comfort. Floor covering products are
sold to commercial, residential and institutionat customers through wholesalers, retailers (including large home centers
and buying groups), contractors, and to the hotel/motel and manufactured homes industries.

Building Products

As a major producer of ceiling materials in the United States and abroad, Armstrong markets both residential and
commercial ceiling systems. Ceiling materials for the home are offered in a variety of types and designs. Most provide
noise reduction and incorporate features intended to permit ease of installation. These residential ceiling products are
sold through wholesalers and retailers (including large home centers). Commercial suspended ceiling systems,
designed for use in shopping centers, offices, schools, hospitals, and other commercial and institutional settings, are
available in numerous colors, performance characteristics and designs and offer characteristics such as acoustical
control, accessibility to the plenum (the area above the ceiling), rated fire protection, and aesthetic appeal. Armstrong
sells commercial ceiling materials and accessories to ceiling systems contractors and to resale distributors. Framework
(grid) products for Armstrong suspension ceiling systems products are manufactured through a joint venture with
Worthington Industries and are sold by Armstrong.

Wood Products

Armstrong'’s Triangle Pacific subsidiary manufactures and sells hardwood flooring and other flooring, kitchen and
bathroom cabinetry and related products. Armstrong also distributes laminate flooring products. These products are
used primarily in residential new construction and remodeling, with some commercial applications such as stores and
restaurants. Flooring sales are generally made through independent wholesale flooring distributors and retailers

(including large home centers and buying groups). Cabinets are sold through both independent and Armstrong-owned
distributors.

Major Customers

Armstrong businesses principally sell products through buiiding products distributors, who re-sell our products to
retailers, builders, contractors, installers and others. Armstrong also sells a significant portion of our products to home
center chains and industry buying groups. For example, for 2000, Armstrong sales by all operations to The Home
Depat, Inc. totaled approximately $373.2 million compared to approximately $344.8 million and $296.0 million in 1999
and 1998, respectively. No other customer accounted for more than 10% of Armstrong’s revenue.



Raw Materials

Raw materials essential to Armstrong businesses are purchased worldwide in the ordinary course of business from
numerous suppliers. The principal raw materials used by the Floor Coverings business include synthetic resins,
plasticizers, PVC, latex, linseed oil, limestone, films, pigments and inks. The principal raw materials used by the
Building Products business include mineral fibers and fillers, clays, starches, newspaper and perlite, as well as steel
used in the ceiling grid manufacturing process. The principal raw materials used by the Wood Products business
include oak lumber, veneer, acrylics, plywood, particleboard and fiberboard. Armstrong also purchases significant
amounts of packaging materials for all products and uses substantial amounts of energy such as electricity and natural
gas in our manufacturing operations. In general, adequate supplies of raw materials were available to all of
Armstrong’s businesses. Although prices for petroleum-based raw materials and energy were markedly higher in 2000,
no serious shortages were encountered in 2000, and none are expected in 2001. Armstrong cannot guarantee that a
significant shortage of one raw material or another will not occur, however.

Armstrong’s California resilient tile manufacturing plant experienced serious disruptions into January 2001 due to the
electric power supply shortage in that state. Armstrong rejected a lower-rate contract we had been operating under,
which allowed for limited power cut-offs. Although Armstrong will now pay a slightly higher rate, we expect our plant
will be less exposed to electric power shutdowns provided the state as a whole obtains adequate power supplies.
Otherwise, production from this plant may have to be shifted to other facilities, resuiting in undetermined capital
expense and transportation costs. '

Customers' orders for Armstrong products are typically for immediate shipment. Thus, in each business group,
Armstrong keeps sufficient inventory on hand to satisfy orders, or manufacture product to meet delivery dates specified
in orders. As a result, there historically has been no material backiog in any industry segment.

Patents and Intellectual Property Rights
Patent protection is important to Armstrong's business in the United States and other markets. Armstrong's

competitive position has been enhanced by U.S. and foreign patents on products and processes developed or
perfected within Armstrong or obtained through acquisition or license. in addition, Armstrong also benefits from our
trade secrets for certain products and processes.

Patent protection extends for varying periods according to the date of patent filing or grant and the legal term of a
patent in the various countries where patent protection is obtained. The actual protection afforded by a patent, which
can vary from country to country, depends upon the type of patent, the scope of its coverage, and the availability of
legal remedies in the country. Although Armstrong considers that, in the aggregate, our patents and trade secrets
constitute a valuable asset of material importance to their business, they do not regard any of their businesses as
being materiaily dependent upon any single patent or trade secret, or any group of related patents or trade secrets.

Armstrong products are sold around the world under numerous brand-name trademarks that are considered in the
aggregate to be of material importance. Certain of Armstrong trademarks, including without limitation, house marks
Armstrong, Bruce, Hartco, Robbins, and DLW, and product line marks Cirrus, Corlon, Cortega, Designer Solarian,
Exelon, Fundamentals, I-Ceilings, Medintech, Natural Inspirations, ToughGuard, Traffic Zone and Ultima are important
to Armstrong’s business because of their significant brand name recognition. Trademark protection continues in some
countries as long as the mark is used, in other countries, as long as it is registered. Registrations are generally for
fixed, but renewable, terms.

Competition
There is strong competition in all of the industry segments in which Armstrong does business. Competition in each

industry segment and each geographic area where Armstrong does business includes numerous companies. Principal
methods of competition include price, product performance and service. In addition, product styling is a significant
component of competition. Increasing competition in the U.S. from worldwide producers is apparent in Armstrong’s
businesses. There is currently excess production capacity in many geographic markets, which tends to increase price
competition.



Research & Development

Research and development (“R&D”) activities are important and necessary in helping Armstrong improve its products.
Principal research and development functions include the development and improvement of products and
manufacturing processes.

Armstrong spent $60.0 million in 2000, $46.4 in 1999 and $36.7 million in 1998 on research and development activities
worldwide.

Environmental Matters

Most of Armstrong's manufacturing and certain of Armstrong's research facilities are affected by various federal, state
and local environmental requirements relating to the discharge of materials or the protection of the environment.
Armstrong has made, and intends to continue to make, necessary expenditures for compliance with applicable
environmental requirements at its operating facilities. Armstrong incurred capital expenditures of approximately $6.2
million in 2000, $5.5 million in 1999 and $6.7 million in 1998 associated with environmental compliance and control
facilities. Armstrong anticipates that annual expenditures for those purposes will not change materially from recent
experience. Armstrong does not anticipate that it will incur significant capital expenditures in order to meet the
requirements of the Clean Air Act of 1990 and the final implementing reguiations promuigated by various state
agencies. However, appiicable requirements under the Clean Air Act and other federal and state environmental laws
continue to change. Until all new regulatory requirements are known, Armstrong cannot predict with certainty future
capital expenditures associated with compliance with environmental requirements.

As with many industrial companies, Armstrong is currently involved in proceedings under the Comprehensive
Environmental Response, Compensation and Liability Act ("Superfund"), and similar state laws at approximately 22
sites. In most cases, Armstrong is one of many potentially responsible parties ("PRPs") which have potential liability
for the required investigation and remediation of each site, and which in some cases, have agreed to jointly fund that
required investigation and remediation. With regard to some sites, however, Armstrong disputes the liability, the
proposed remedy or the proposed cost allocation among the PRPs. Armstrong may also have rights of contribution or
reimbursement from other parties or coverage under applicable insurance policies. Armstrong has also been
remediating environmental contamination resulting from past industrial activity at certain of its former plant sites.
Armstrong's payments and remediation work on these sites is under review in light of the Chapter 11 Filing.

Estimates of Armstrong’s future environmental liability at any of the Superfund sites or current or former plant sites are
based on evaluations of currently available facts regarding each individual site and consider factors such as
Armstrong’s activities in conjunction with the site, existing technology, presently enacted laws and regulations and prior
company experience in remediating contaminated sites. Although current law imposes joint and several liability on all
parties at any Superfund site, Armstrong's contribution to the remediation of these sites is expected to be limited by the
number of other companies also identified as potentially liable for site costs. As a resuit, Armstrong's estimated liability
reflects only Armstrong’s expected share. In determining the probability of contribution, Armstrong considers the
solvency of the parties, whether liability is being disputed, the terms of any existing agreements and experience with
similar matters. The Chapter 11 Cases also may affect the ultimate amount of such contributions.

Liabilities of $13.5 million at December 31, 2000 and $13.2 million at December 31, 1999 were for potential
environmental liabilities that Armstrong considers probable and for which a reasonable estimate of the probable liability
could be made. Where existing data is sufficient to estimate the liability, that estimate has been used; where only a
range of probable liability is available and no amount within that range is more likely than any other, the lower end of
the range has been used. As assessments and remediation activities progress at each site, these liabilities are
reviewed to reflect additional information as it becomes available. Due to the Chapter 11 Filing, $6.4 miliion of the
December 31, 2000 environmental liabilities are classified as prepetition liabilities subject to compromise. As a
general rule, such prepetition liabilities that do not preserve company assets are addressed in the context of the
Chapter 11 Cases.

The estimated liabilities do not take into account any claims for recoveries from insurance or third parties. Such
recoveries, where probable, have been recorded as an asset in the consolidated financial statements and are either
available through settlement or anticipated to be recovered through negotiation or litigation.



Actual costs to be incurred at identified sites may vary from the estimates, given the inherent uncertainties in
evaluating environmental liabilities. Subject to the imprecision in estimating environmental remediation costs,
Armstrong believes that any sum it may have to pay in connection with environmental matters in excess of the
amounts noted above would not have a material adverse effect on its financial condition, liquidity or results of
operations, although the recording of future costs may be material to earnings in such future period.

Employees
As of December 31, 2000, we had approximately 15,400 employees around the world, of whom approximately 3,800

are located outside of the United States. About 51% of the approximately 8,900 hourly or salaried production and
maintenance employees in the United States are represented by fabor unions.

Armstrong experienced a brief work stoppage at one of its Wood Products plants in 2000. Otherwise, Armstrong'’s
employee and labor relations remained good. In the fall of 2001, Armstrong anticipates beginning negotiations on a
new collective bargaining agreement with the International Association of Machinists and Aerospace Workers at its
Lancaster, Pennsylvania plant.

Geographic Areas
See Item 8, Note 3 to Consolidated Financial Statements for financial information by geographic areas.

Armstrong’s non-U.S. operations are subject to local government laws conceming restrictions on and transfers of
investments, tariffs, personnel administration, and other matters. In addition, consolidated eamings that originate

outside the U.S. are subject to both U.S. and non-U.S. tax laws and to certain exchange and currency controls and the
effects of currency fluctuations.

Cautionary Factors That May Affect Future Results
(Cautionary Statements Under the Private Securities Litigation Reform Act of 1995)

The disclosures and analysis in this report contain some forward-looking statements. This discussion about those
statements is provided in accordance with the Private Securities Litigation Reform Act of 1995.

Forward-looking statements give current expectations or forecasts of future events. You can identify these statements
by the fact that they do not relate strictly to historical or current facts. They use words such as "anticipate,” "estimate,"
"expect," "project,” "intend," "plan,” "believe," and other words and terms of similar meaning in connection with
discussions of future operating or financial performance. In particular, these include statements relating to future
actions, prospective products, future performance or resuits of current and anticipated products, sales efforts,
expenses, the outcome of contingencies such as legal proceedings, and financial resuits. From time to time,
Armstrong and/or AHI may also provide oral or written forward-looking statements in other materials released to the
pubiic.

Any or all of the forward-looking statements in this report and in any other public statements made may turn out to be
wrong. They can be affected by inaccurate assumptions Armstrong and/or AHI might make or by known or unknown
risks and uncertainties. Consequently, no forward-looking statement can be guaranteed. Actual future results may
vary materially.

Armstrong and/or AHI undertake no obligation to update any forward-looking statements, whether as a result of new
information, future events or otherwise. However, you should consult any further disclosures made by Armstrong
and/or AHI on related subjects in 10-Q, 8-K, 10-K or other reports filed with the SEC. Also note the following
cautionary discussion of risks and uncertainties relevant to Armstrong businesses. These are some of the factors that
could potentially cause actual results to differ materially from expected and historical results. Other factors besides
those listed here could also adversely affect Armstrong and/or AHI.

e Factors relating to AWI's Chapter 11 Filing, such as: the possible disruption of relationships with creditors,
customers, suppliers and employees; the ultimate size of AWI's asbestos-related and other fiabilities; the ability to
confirm and implement a plan of reorganization; the availability of financing and refinancing for both AWI and its
subsidiaries that are not parties to its Chapter 11 Filing; and AWI's ability to comply with covenants in its debtor in
possession credit facility.



¢ Claims of undetermined merit and amount have been asserted against Armstrong and its subsidiaries for various
legal, environmental and tax matters, including AWI's asbestos related litigation. For more information on these
matters, see the discussion of Legal Proceedings in litem 3 in this report.

» Balancing investment to create future growth in the constraints of a price-competitive market is a challenge.
+ Revenues and earnings can be affected by the level of success of new product introductions.

+ Much of Armstrong’s revenues and earnings are exposed to changes in foreign currency exchange rates. Where
practical, Armstrong tries to reduce these effects by matching local currency revenues with costs and local
currency assets with liabilities. Armstrong also manages foreign exchange risk with foreign currency forward
contracts and with purchased foreign currency options.

* Notwithstanding Armstrong’s efforts to foresee and plan for the effects of changes in fiscal circumstances,
Armmstrong cannot predict with certainty all changes in currency and interest rates, inflation or other related factors
affecting Armstrong businesses. For more information on these matters, see the discussion of Market Risk in Itemn
7A of this report.

e International operations could be affected by changes in intellectual property legal protections and remedies, trade
regulations, and procedures and actions affecting production, pricing and marketing of products, as well as by
unstabie governments and legal systems, intergovernmental disputes and possible nationalization.

* Business combinations among Armstrong’s competitors or suppliers could affect Armstrong’s competitive position
in the hard surface floor covering, ceiling system and wood products businesses. Similarly, combinations or
alliances among Armstrong’s major customers could increase their purchasing power in dealing with Armstrong.
And, of course, if Armstrong should enter into one or more business combinations, Armstrong’s business, finances
and capital structure could be affected.

¢ Growth in costs and expenses, raw material price increases (for example increases in wood prices or in petroleum-
based raw materials such as plasticizers or PVCs), energy cost increases, changes in distribution and product mix,
and the impact of divestitures, restructuring and other unusual items that could result from evolving business
strategies and organizational restructuring could affect future resuits.

o Revenues and earnings could be affected by various worldwide economic and political factors, including improved
efficiencies in the European flooring market and variations in residential and commercial building rates and
economic growth rates in various areas of the world in which we do business. These factors could affect the end-
use markets for Armstrong products in various parts of the worid.

+ Revenues and eamings could be affected by the extent to which Armstrong successfully achieves integration of
and synergies from acquisitions.

e Availability of raw materials due to changes in business conditions that impact Armstrong’s suppliers, including
environmental conditions, laws and regulations and/or business decisions made by Armstrong’s suppliers could
affect future resuits.

e Revenues and earnings could be affected by business conditions that impact Armstrong’s major customers and/or
business decisions made by Armstrong’s major customers.

Financial Information Filed With the Court

As previously disclosed, on December 6, 2000, AW and two of its subsidiaries (collectively, the “Debtors”) filed
voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Code in the United States Bankruptcy
Court for the District of Delaware (“the Court").




Armstrong reports its operating results and financial statements on a consolidated basis. These public reports are
available through the U.S. Securities and Exchange Commission and other sources, and are also provided free of
charge to investors who contact Armstrong. However, under applicable bankruptcy law, AWI is now required to file
periodically with the Court various documents, including certain financial information on an unconsolidated basis. This
information includes statements, schedules, and monthly operating reports in forms prescribed by Federal Bankruptcy
Law.

Armstrong cautions that such materials are prepared according to requirements under Federal Bankruptcy Law. While
they accurately provide then-current information required under Bankruptcy Law, they are nonetheless unconsolidated,
unaudited, and are prepared in a format different from that used in Armstrong’s consolidated financial statements filed
under the securities laws. Accordingly, Armstrong believes the substance and format do not allow meaningful
comparison with Armstrong’s reguiar publicly-disclosed consolidated financial statements. The materials filed with the
Court are not prepared for the purpose of providing a basis for an investment decision relating to the stock of AHI or
the debt securities of AWI, or for comparison with other financial information filed with the SEC.

Notwithstanding, most of the Debtors' filings with the Court are available to the public at the office of the Clerk of the
Bankruptcy Court. Those filings may also be obtained through private document retrieval services. Armstrong
undertakes no obligation to make any further public announcement with respect to the documents filed with the Court
or any matters referred to in them. ‘

ITEM 2. PROPERTIES

Armstrong and AHI world headquarters are in Lancaster, Pennsyivania. Armstrong owns a 100-acre, multi-building
campus comprising the site of our corporate headquarters, most operational headquarters, and our U.S. R&D
operations and marketing and service headquarters. Altogether, our headquarters operations occupy over 986,000
square feet of floor space.

We produce and market Armstrong products and services throughout the world, owning and operating 44
manufacturing plants in 14 countries. Thirty-three of these facilities are located throughout the United States. In
addition, Armstrong has an interest through joint ventures in 7 additional plants in 7 countries.

Fioor covering products and adhesives are produced at 14 plants, with principal manufacturing facilities located in
Pennsylvania, lllinois, Oklahoma, the U.K., and Germany. Building products are produced at 15 plants with principal
facilities in Georgia, the Florida-Alabama Gulf Coast area, Pennsylvania, the U.K., and China. Wood products are
produced at 16 plants, with principal facilities located in West Virginia, Tennessee and Pennsyivania.

Sales offices are leased and owned worldwide, and leased facilities are utilized to supplement Armstrong's owned
warehousing facilities.

Productive capacity and the extent of utilization of Armstrong facilities are difficuit to quantify with certainty because in
any one facility, maximum capacity and utilization vary periodically depending upon the product that is being
manufactured, and individual facilities manufacture multipie products. in this context, we estimate that the production
facilities in each industry segment were effectively utilized during 2000 at 80% to 890% of overall productive capacity.
Remaining productive capacity is sufficient to meet expected customer demands. Armstrong believes that our various
facilities are adequate and suitable. Additional incremental investments in plant facilities are made as appropriate to
balance capacity with anticipated demand, improve quality and service, and reduce costs.

ITEM 3. LEGAL PROCEEDINGS

Asbestos-related Litigation
AWl is a defendant in personal injury claims and property damage claims related to asbestos containing products. On

December 6, 2000, AWI filed a voluntary petition for relief (“the Filing”) under Chapter 11 of the U.S. Bankruptcy Code
to use the court supervised reorganization process to achieve a fair and final resolution of its asbestos liability. See
Item 1 for further discussion.
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Background
AWl's involvement in asbestos litigation relates primarily to its participation in the insulation contracting business.

From around 1910 to 1933, AWI manufactured and installed some high-temperature insulation products, including
some that contained asbestos. In 1939, AWI expanded its contract installation service to provide a greater range of
high and low temperature contracting services to its customers. AWI generally manufactured its own low temperature
insulation products, but did not manufacture the high temperature products used in its contracting operations. Some of
the high temperature products furnished and installed in the contracting operations contained asbestos.

Effective January 1, 1958, AWI separated its insulation contracting business into a separate, independent subsidiary,
Armstrong Contracting and Supply Corporation (*“ACandS”). From January 1, 1958 through August 31, 1969, ACandS
operated as an independent subsidiary in the insulation contracting business. During this time period, AWI licensed
certain tradenames and trademarks to ACandS, which ACandS placed on certain insulation products manufactured by
others. Other than two specific products, AW did not manufacture or sell any asbestos-containing thermal insulation
products during this period. In August 1969, AWI sold the ACandsS subsidiary to a group of ACandS management
employees and ACandS continues to operate independently as a subsidiary of Irex Corporation. AWl had no
involvement with any asbestos-containing insulation materials after 1969.

In addition, AWl manufactured some resilient flooring that contained encapsulated asbestos until the early 1980’s.
AWI also manufactured some gasket materials that contained encapsulated asbestos until the mid-1980's.

Personal Injury Litigation
Nearly all the asbestos-related personal injury lawsuits brought against AWI relate to alleged exposure to asbestos-

containing high-temperature insulation products. The majority of these claims seek compensatory and punitive
damages. Claims may arise many years after first exposure to asbestos in light of the decades long latency period for
asbestos-related injury. Product identification and determining exposure periods are difficult and uncertain. Over the
long history of asbestos litigation involving hundreds of companies, various parties have tried to secure a
comprehensive resolution of the litigation. In 1991, the Judicial Panel for Multidistrict Litigation ordered the transfer of
federal cases to the Eastern District of Pennsylvania in Philadelphia for pretrial purposes. AWI supported this transfer.
Some cases are periodically released for trial, although the issue of punitive damages is retained by the transferee
court. That court has been instrumental in having the parties resolve large numbers of cases from various jurisdictions
and has been receptive to different approaches to the resolution of claims. Claims filed in state courts have not been
directly affected by the transfer.

Amchem Settiement Class Action

Georgine v. Amchem ("Amchem") was a settlement class action filed in the Eastern District of Pennsylvania on
January 15, 1993, that included essentially all future personal injury claims against members of the Center for Claims
Resolution ("Center”), including AWI. It was designed to establish a nonlitigation system for the resolution of those
claims, and offered a method for prompt compensation to claimants who were occupationally exposed to asbestos if
they met certain exposure and medical criteria. Compensation amounts were derived from historical settlement data
and no punitive damages were to be paid. The settlement was designed to, among other things, minimize
transactional costs, including attorneys' fees; expedite compensation to claimants with qualifying claims; and relieve
the courts of the burden of handling future claims. The District Court, after exhaustive discovery and testimony,
approved the settlement class action and issued a preliminary injunction that barred class members from pursuing
claims against Center members in the tort system. The U.S. Court of Appeals for the Third Circuit reversed that
decision, and the reversal was sustained by the U.S. Supreme Court on September 25, 1997, hoiding that the
settlement class did not meet the requirements for class certification under Federal Rule of Civil Procedure 23. The
preliminary injunction was vacated on July 21, 1997, resulting in the immediate reinstatement of enjoined cases and a
loss of the bar against the filing of claims in the tort system.
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and Center for Claims Resolution
The Facility was established in 1985 to evaluate, settle, pay and defend all personal injury claims against member
companies. Resolution and defense costs were allocated by formula. The Facility subsequently dissolved, and the
Center was created in October 1988 by 21 former Facility members, including AWI. At the time of the Filing, there
were 16 members of the Center, including AWI. Insurance carriers, while not members, are represented ex officio on
the Center's governing board and have agreed annually to provide a portion of the Center's operational costs. The
Center adopted many of the conceptual features of the Facility and has addressed the claims in a manner consistent
with the prompt, fair resolution of meritorious claims. Resolution and defense costs are allocated by formula among
the member companies; adjustments over time due to the departure of some members and other factors resuited in
some increased share for AWI.

As a result of the Filing, AWI is no longer an active participant in the Center. The extent and amount of AW liabilities
as a result of its participation in the Center have not been determined, but will be determined in AWI's Chapter 11
Case.

Number of Claims

The number of claims naming AWI as a defendant ranged from about 16,400 to 31,100 per year during the period from
1989 to 1997. However, subsequent to this time and up to the Filing, claim filings significantly surpassed this average
as approximately 87,500 and 50,700 claims were filed in 1998 and 1999 respectively. AW} had expected the number
of claims to decline in 2000. However, during the first eleven months of 2000 prior to the Filing, the Center received
and verified approximately 53,000 claims. Claims from major, established law firms did decline, but this decline was
more than offset by claims from new or previously low-volume law firms.

Before filing under the Bankruptcy Code, AWI pursued broad-based settliements of claims through the Center. The
Center had reached Strategic Settiement Program (“SSP”) agreements with law firms that covered approximately
130,000 claims that named AWI as a defendant, including agreements with 17 law firms covering approximately
36,800 claims during the first eleven months of 2000. These agreements typically provided for multiyear payments for
settlement of current claims and established specific medical and other criteria for the settlement of future claims as
well as annual limits on the number of claims that can be filed by these firms. These agreements also established fixed
settiement values for different asbestos-related medical conditions which were subject to periodic re-negotiation over a
period of 2 to 5 years. The plaintiff law firms were required to recommend settiements to their clients although future
claimants are not legally obligated to accept the settlements. These agreements also provided for nominal payments to
future claimants who are unimpaired but who are eligible for additional compensation if they develop a more serious
asbestos-related illness. The Center could terminate an agreement with an individual law firm if a significant number
of that firm's clients elect not to participate under the agreement. For some agreements, the component of the
agreement that covered future claims was subject to re-negotiation if members left the Center. As a result of the
Filing, AWT's obligations with respect to these settlements will be determined in the context of its Chapter 11 Case.

Fourth Quarter 2000 Events

On October 5, 2000, Owens Comning Fiberglass (“*OCF"), a manufacturer of insulation, filed for protection under
Chapter 11 of the Bankruptcy Code to address its asbestos liability. This filing adversely impacted AWI's negotiations
to obtain a 364-day credit facility which were underway at the time. This credit facility was to replace an existing $450
million credit facility that expired on October 19, 2000. Following the OCF filing, the potential participants in the new
credit facility decided to reevaluate their credit exposures to AW, primarily due to AWI's asbestos liability. AW could
not reach agreement on a new facility with acceptable terms. The existing $450 million credit facility expired on
October 19, 2000.

Additionally, AWI was concerned that a possible upward bias in the settlement demands of asbestos plaintiffs would
occur given the exit from the tort system of OCF, an important defendant in asbestos litigation.

As set forth above, AWI filed for relief under Chapter 11 of the Bankruptcy Code on December 6, 2000. As a result,
holders of asbestos claims are stayed from continuing to prosecute pending litigation and from filing new lawsuits
against AWI. In addition, AWI ceased making payments with respect to asbestos claims, including payments pursuant
to the outstanding SSP agreements. A separate creditors committee representing the interests of asbestos claimants
has been appointed in the Chapter 11 Cases.
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As a result of the Filing, AWI's present and future asbestos liability will be addressed in the Chapter 11 Case rather
than through the Center and a multitude of lawsuits in different jurisdictions throughout the U.S. AWI believes that the
Chapter 11 process provides it with the opportunity to change its approach to its asbestos liability and
comprehensively address that liability in one forum. It is anticipated that all present and future asbestos claims will be
resolved in the Chapter 11 Case, which could take several years.

Asbestos-Related Personal Injury Liability

In evaluating its estimated asbestos-related personal injury liability prior to the Filing, AWI reviewed, among other
things, recent and historical settlement amounts, the incidence of past and recent claims, the mix of the injuries and
occupations of the plaintiffs, the number of cases pending against it and the status and results of broad-based
seftlement discussions. Based on this review, AWI estimated its share of liability to defend and resolve probable
asbestos-related personal injury claims. This estimate was highly uncertain due to the limitations of the available data
and the difficulty of forecasting with any certainty the numerous variables that could affect the range of the liability.

AWI believes the range of probable and estimable liability is more uncertain now than previously. There are significant
differences in the way the asbestos claims may be addressed under the bankruptcy process when compared to the
tort system. Accordingly, AWI currently is unable to ascertain how prior experience with the number of claims and the
amounts to settle claims will impact its ultimate liability in the context of its Chapter 11 Case.

As of September 30, 2000, AWI's estimate of its asbestos-related liability that was probable and estimable through
2006 ranged from $758.8 million to $1,363.3 million. AWI concluded that no amount within that range was more likely
than any other and, therefore, reflected $758.8 million as a liability in the condensed consolidated financial statements
in accordance with generally accepted accounting principles. Due to the increased uncertainty created as a result of
the Filing, no change has been made to the previously recorded liability except to record payments of $68.2 million
against that accrual in October and November 2000. The balance at December 31, 2000 is $690.6 miliion. Itis
reasonably possible, however, that the actual liability could be significantly higher than the recorded liability. As the
Chapter 11 Cases proceed there should be more clarity as to the extent of the liability to be addressed in the Chapter
11 Cases.

Collateral Requirements
During 2000, AWI had secured a bond for $56.2 million to meet minimum collateral requirements established by the

Center with respect to asbestos claims asserted against AWI. On October 27, 2000, the insurance company that
underwrote the surety bond informed AWI and the Center of its intention not to renew the surety bond effective
February 28, 2001. On February 6, 2001, the Center advised the surety of the Center’'s demand for payment of the
face value of the bond. The surety filed a motion with the Court seeking to restrain the Center from drawing on the
bond. The motion was not granted.

Property Damage Litigation

AWI is also one of many defendants in six pending property damage claims as of December 31, 2000 that were filed
by public and private building owners. These cases present allegations of damage to the plaintiffs’ buildings caused
by asbestos-containing products and generally seek compensatory and punitive damages and equitable relief,
including reimbursement of expenditures for removal and replacement of such products. In the second quarter of 2000,
AWl was served with a lawsuit seeking class certification of Texas residents who own property with asbestos-
containing products. This case includes allegations that AWI asbestos-containing products caused damage to
buildings and generally seeks compensatory damages and equitable relief, including testing, reimbursement for
removal and diminution of property value. AW vigorously denies the validity of the allegations against it in these
actions and, in any event, believes that any costs will be covered by insurance. Continued prosecution of these
actions and the commencement of any new asbestos property damage actions are also stayed due to the Filing.
Consistent with prior periods and due to increased uncertainty, AWI has not recorded any liability related to these
claims. ’

Insurance Coverage

During relevant time periods, AWI! purchased primary and excess insurance policies providing coverage for personal
injury claims and property damage claims. Certain policies also provide coverage to ACandS, Inc., the former
subsidiary of AWI discussed above under “Background”. AWI and ACandS agreed to share certain coverage on a
first-come first-served basis and to reserve for ACandS a certain amount of excess coverage.
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Wellington Agreement
In 1985, AWI and 52 other companies (asbestos defendants and insurers) signed the Wellington Agreement. This

Agreement settled disputes concerning personal injury insurance coverage with signatory carriers. It provides broad
coverage for both defense and indemnity and applies to both products hazard and nonproducts (general liability)
coverages. Most of AWI resolutions of asbestos-related personal injury products hazard coverage matters with its
solvent carriers has been achieved through the Wellington Agreement or other settlements.

Insurance Recovery Proceedings
A substantial portion of AWl's primary and excess remaining insurance asset is nonproducts (general liability)

insurance for personal injury claims, including among others, those that involve alleged exposure during AWI's
installation of asbestos insulation materials. AWI has entered into settlements with a number of the carriers resolving
its coverage issues. However, an alternative dispute resolution (“ADR”) procedure under the Wellington Agreement is
under way against certain carriers to determine the percentage of resolved and unresolved claims that are
nonproducts claims, to establish the entitiement to such coverage and to determine whether and how much
reinstatement of prematurely exhausted products hazard insurance is warranted. The nonproducts coverage
potentially available is substantial and includes defense costs in addition to limits. The carriers have raised various
defenses, including waiver, laches, statutes of limitations and contractual defenses. One primary carrier alleges that it
is no longer bound by the Wellington Agreement, and another alleges that AWI agreed to limit its claims for
nonproducts coverage against that carrier when the Wellington Agreement was signed. The ADR process is in the trial
phase of binding arbitration. One insurer has taken the position that it is entitled to litigate in court certain issues in the
ADR proceeding. During 1999, AWI received preliminary decisions in the initial phases of the trial proceeding of the
ADR which were generally favorable to AWI on a number of issues related to insurance coverage. However, during
the fourth quarter of 2000, a new trial judge was selected for the ADR. AWI is uncertain at this time as to the impact,
if any, this change will have on the preliminary decisions of the initial phases of the ADR. Further, management
believes that one of the carriers has been experiencing financial difficulties, which could affect its ability to pay any
ultimate judgment. AWI has not adjusted the recorded asset amount at December 31, 2000 related to this carrier.
Because of the continuing ADR process and the possibilities for appeal on certain matters, AWl has not yet completely
determined the financial implications of the ADR proceedings.

Insurance Asset

An insurance asset in respect of asbestos personal injury claims in the amount of $268.3 million is recorded as of
December 31, 2000. Of the total recorded asset, approximately $77.2 million represents partial settiement for previous
claims that will be paid in a fixed and determinable flow and is reported at its net present value discounted at 6.50%.
The total amount recorded reflects AWI's belief in the availability of insurance in this amount, based upon AWl's
success in insurance recoveries, recent settlement agreements that provide such coverage, the nonproducts
recoveries by other companies and the opinion of outside counsel. Such insurance is either available through
settiement or probable of recovery through negotiation, litigation or resolution of the ADR process that is in the trial
phase of binding arbitration. Depending on further progress of the ADR, activities such as settlement discussions with
insurance carriers party to the ADR and those not party to the ADR, the final determination of coverage shared with
ACandS and the financial condition of the insurers, AWI may revise its estimate of probabie insurance recoveries.
Approximately $86 million of the $268.3 million asset is determined from agreed coverage in place and is therefore
directly related to the amount of the liability and could decrease if the final amount of the liability decreases. Of the
$268.3 million asset, $32.2 million has been recorded as a current asset reflecting management's estimate of the
minimum insurance payments to be received in the next 12 months.

A significant part of the recorded asset relates to insurance that AWI believes is probable and will be obtained through
settiements with the various carriers. Due to the Filing, the settlement process may be delayed, pending further
clarification as to the asbestos liability. While AWI believes the Chapter 11 process will strengthen its position on
resolving disputed insurance and may therefore result in higher settlement amounts than recorded, there has been no
change in the recorded amounts due to the uncertainties created by the Filing. Accordingly, this asset could also
change significantly based upon events which occur in the Court. Management estimates that the timing of future cash
payments for the remainder of the recorded asset may extend beyond 10 years.

Income Statement Charges

AWI recorded charges to increase its estimate of probable asbestos-related liability by $236.0 million in the second
quarter of 2000, $335.4 million in 1999 and $274.2 million in 1998. Prior to 1998, charges to increase the liability were
effectively offset by corresponding increases in related insurance recoveries.

14



Cash Flow impact

AWI paid $226.9 million for asbestos-related claims in the first eleven months of 2000 compared to $173.0 million in all
of 1999. AWI received $27.7 million in asbestos-related insurance recoveries during 2000 compared to $58.7 million
during 1999. During the pending Chapter 11 cases, AW does not expect to make any further cash payments for
asbestos-related claims, but AWI may continue to receive insurance proceeds under the terms of various settlement
agreements.

Conclusion

Many uncertainties exist surrounding the financial impact of AWI's involvement with asbestos litigation. These
uncertainties include the impact of the Filing and the Chapter 11 process, the number of future claims to be filed, the
impact of any potential legislation and the impact of the ADR proceedings on the insurance asset. Accordingly, AWl is
not revising its previously recorded liability. However, it is reasonably possible that AWI's total exposure to personal
injury asbestos claims may be significantly different than the recorded liability.

Environmental Matters

Most of Armstrong's manufacturing and certain of Armstrong's research facilities are affected by various federal, state
and local environmental requirements relating to the discharge of materials or the protection of the environment.
Armstrong has made, and intends to continue to make, necessary expenditures for compliance with applicable
environmental requirements at its operating facilities. Armstrong incurred capital expenditures of approximately $6.2
million in 2000, $5.5 million in 1999 and $6.7 million in 1998 associated with environmental compliance and control
facilities. Armstrong anticipates that annual expenditures for those purposes will not change materially from recent
experience. Armstrong does not anticipate that it will incur significant capital expenditures in order to meet the
requirements of the Clean Air Act of 1990 and the final implementing regulations promulgated by various state
agencies. However, applicable requirements under the Clean Air Act and other federal and state environmental laws
continue to change. Until ali new regulatory requirements are known, Armstrong cannot predict with certainty future
capital expenditures associated with compliance with environmental requirements.

As with many industrial companies, Armstrong is currently involved in proceedings under the Comprehensive
Environmental Response, Compensation and Liability Act ("Superfund"), and similar state laws at approximately 22
sites. In most cases, Armstrong is one of many potentially responsible parties ("PRPs") which have potential liability
for the required investigation and remediation of each site and who, in some cases, have agreed to jointly fund that
required investigation and remediation. With regard to some sites, however, Armstrong disputes the liability, the
proposed remedy or the proposed cost allocation among the PRPs. Armstrong may also have rights of contribution or
reimbursement from other parties or coverage under applicable insurance policies. Armstrong has also been
remediating environmental contamination resulting from past industrial activity at certain of its former plant sites.
Armstrong’s payments and remediation work on these sites is under review in fight of the Chapter 11 Filing.

Estimates of Armstrong’s future environmental liability at any of the Superfund sites or current or former plant sites are
based on an evaluation of currently available facts regarding each individual site and consider factors such as
Armstrong'’s activities in conjunction with the site, existing technology, presently enacted laws and regulations and prior
company experience in remediating contaminated sites. Although current law imposes joint and several liability on all
parties at any Superfund site, Armstrong's contribution to the remediation of these sites is expected to be limited by the
number of other companies also identified as potentially liable for site costs. As a result, Armstrong's estimated liability
reflects only Armstrong's expected share. In determining the probability of contribution, Armstrong considers the
solvency of the parties, whether liability is being disputed, the terms of any existing agreements and experience with
similar matters. The Chapter 11 Cases also may affect the ultimate amount of such contributions.

Liabilities of $13.5 million at December 31, 2000 and $13.2 million at December 31, 1998 were for potential
environmental liabilities that Armstrong considers probable and for which a reasonable estimate of the probable liability
could be made. Where existing data is sufficient to estimate the liability, that estimate has been used; where only a
range of probable liability is available and no amount within that range is more likely than any other, the lower end of
the range has been used. As assessments and remediation activities progress at each site, these liabilities are
reviewed to reflect additional information as it becomes available. Due to the Chapter 11 Filing, $6.4 million of the
December 31, 2000 environmental liabilities are classified as prepetition liabilities subject to compromise. As a general
rule, such prepetition liabilities that do not preserve company assets are addressed in the context of the Chapter 11
Cases.
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The estimated liabilities do not take into account any claims for recoveries from insurance or third parties. Such
recoveries, where probable, have been recorded as an asset in the consolidated financial statements and are either
available through settlement or anticipated to be recovered through negotiation or litigation.

Actual costs to be incurred at identified sites may vary from the estimates, given the inherent uncertainties in
evaluating environmental liabilities. Subject to the imprecision in estimating environmental remediation costs,
Armstrong believes that any sum it may have to pay in connection with environmental matters in excess of the
amounts noted above would not have a material adverse effect on its financial condition, liquidity or resuits of
operations, although the recording of future costs may be material to earnings in such future period.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable.
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PART Il

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
Armstrong Holding's Common Stock is traded on the New York Stock Exchange, Inc., the Philadelphia Stock
Exchange, Inc., and the Pacific Stock Exchange, Inc. As of March 1, 2001, there were approximately 7,100 holders of
record of Armstrong Holding's Common Stock.

During 2000, Armstrong issued a total of 1,200 shares of restricted Common Stock to nonemployee directors of
Armstrong pursuant to Armstrong's Restricted Stock Plan for Nonemployee Directors. Given the small number of
persons to whom these shares were issued, applicable restrictions on transfer and the information regarding
Armstrong possessed by the directors, these shares were issued without registration in reliance on Section 4(2) of the
Securities Act of 1933, as amended.

2000 First Second Third Fourth Total Year
Dividends per share of common stock $0.48 $0.48 $0.48 $0.00 $1.44
Price range of common stock—high $36.81 $20.50 $17.38 $12.19 $36.81
Price range of common stock—low $16.06 $15.30 $11.81 $0.75 $0.75

1999
Dividends per share of common stock $0.48 $0.48 $0.48 $0.48 $1.92
Price range of common stock—high $64.31 $59.69 $60.88 $45.13 $64.31
Price range of common stock—low $44.63 $45.00 $44.13 $29.00 $29.00
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Item 6. Selected Financial Data

The following data is presented on a continuing operations basis.

(Dollars in millions except for per-share data) For Year 2000 1999 1998 1997 1996
Income statement data:
Net sales $ 3,003.8 $ 30482 $24961 $2056.9 $2,012.3
Cost of goods sold 2,197.7 2,080.8 1,718.3 1,410.6 1397.5
Total selling, general and administrative expenses

and goodwill amortization 570.2 581.7 453.7 340.0 374.0
Equity (eamings) loss from affiliates, net (18.0) (16.8) (13.8) 29.7 (19.1)
Restructuring and reorganization charges (reversals) 18.0 (1.4) 74.4 - 46.5
Charge for asbestos liability, net 236.0 335.4 274.2 - -
Operating income (loss) (0.1) 68.5 (10.7) 276.6 213.4
Interest expense 101.6 104.0 61.4 28.0 226
Other (income), net (74.6) {6.7) a.n 2.2) {6.9)
Earnings (loss) from continuing operations before

Chapter 11 reorganization costs and income taxes (27.1) (28.8) (70.4) 250.8 197.7
Chapter 11 reorganization costs, net 103.3 - - = =
Earnings (loss) from continuing operations before

income taxes (130.4) (28.8) (70.4) 250.8 197.7
Income tax expense (benefit) (41.4) 4.8) (24.9) 944 61.5
Eamnings (loss) from continuing operations

applicable to common stock (a) (89.0) (24.0) (45.5) 156.4 136.2

Per common share — basic (b) (2.21) (0.60) (1.14) 3.85 3.48

Per common share — diluted (b) (2.21) (0.60) (1.14) 3.81 3.24
Net eamnings (loss) 12.2 14.3 (9.3) 185.0 155.9
Net earnings (loss) applicable to common stock (a) 12.2 143 (9.3) 185.0 149.1

Per common share - basic (b) 0.30 0.36 (0.23) 4.55 3.81

Per common share - diluted (b) 0.30 0.36 (0.23) 4.50 3.61
Dividends declared per share of common stock 1.44 1.92 1.88 1.72 1.56
Capital expenditures 148.0 178.1 172.9 1471 207.6
Aggregate cost of acquisitions 6.5 3.8 1,175.7 42 -
Depreciation and amortization 160.9 154.9 129.6 120.7 113.7
Average number of employees 15,472 15,561 13,406 9,280 9,188
Average number of common shares outstanding (millions) 40.2 39.9 39.8 406 39.1
Balance sheet data (December 31):
Working capital $652.8 $328.1 $473.9 $201.3 $215.8
Net property, plant and equipment 1,253.5 1,292.0 1,337.0 885.6 871.8
Total assets 3,8746 3,981.4 4,086.8 2,296.4 2,049.7
Liabilities subject to compromise 2,385.2 - - - -
Net long-term debt (c) 56.8 1,389.1 1,537.2 2231 219.4
Total debt as a percentage of total capital (d) 10.9% 70.8% 72.6% 39.1% 36.8%
Shareholders’ equity $665.1 $679.2 $709.7 $810.6 $790.0
Book value per share of common stock 16.30 16.87 17.57 20.20 19.19
Number of shareholders (e) 6,899 6,515 6,868 7.137 7,424
Common shares outstanding (millions) 40.8 40.3 39.8 40.1 41.2
Market value per common share $2.06 $33.38 $60.31 $74.75 $69.50

Notes:

Prior period amounts reflect reclassifications to conform with Emerging Issue Task Force Issue Nos. 00-010 and 00-014
(see Note 2) and are presented on a continuing operations basis.

(a) After deducting preferred dividend requirements and adding the tax benefits for unallocated preferred shares.

(b) See definition of basic and diluted earnings per share in Note 2 to the consolidated financial statements.
(c) 2000 net long-term debt excludes debt subject to compromise.
(d) Total debt includes short-term debt, current instaliments of long-term debt, long-term debt and ESOP loan

guarantee. Total capital includes total debt and total shareholders' equity.
(e) includes one trustee who is the shareholder of record on behalf of approximately 6,000 to 6,500 employees for
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From 1996 to July 1998, ceramic tile resuits were reported under the equity method, whereas prior to 1996, ceramic
tile operations were reported on a consolidated or line item basis. From July 1998 to November 1998, ceramic tile
operations were reported under the cost method.

Beginning in 1998, consofidated resuits include Armstrong’s acquisitions of Triangle Pacific and DLW.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis corresponds to AHI financial statements. Since there are no material
differences between the financial statements of AHI and Armstrong, the following discussion and analysis pertains to
both AHI and Armstrong.

2000 COMPARED WITH 1999

Proceedings under Chapter 11

On December 6, 2000, AWI, the major operating subsidiary of AH|, filed a voluntary petition for relief (“the Filing”)
under Chapter 11 of the U.S. Bankruptcy Code (“the Bankruptcy Code”) in the United States Bankruptcy Court for the
District of Delaware (the “Court”) in order to use the court-supervised reorganization process to achieve a resofution of
its asbestos liability. Also filing under Chapter 11 were two of Armstrong’s wholly-owned subsidiaries, Nitram
Liguidators, Inc. and Desseaux Corporation of North America, Inc. The Chapter 11 cases are being jointly
administered under case numbers 00-4469, 00-4470, and 00-4471 (the “Chapter 11 Cases”).

AHI, and Armstrong’s other subsidiaries, including Triangle Pacific Corp., WAVE (Armstrong's ceiling grid systems joint
venture with Worthington Industries), Armstrong Canada, Armstrong DLW AG and its other non-U.S. operating
subsidiaries were not a part of the Filing.

Like other companies involved in asbestos litigation, AWI has tried a number of different approaches to managing its
asbestos liability, including negotiating broad-based settlements of claims and supporting efforts to find a legisiative
resolution. The number of new claims filed and the cost to settle claims, however, continued to escalate. In addition,
liquidity concerns increased when Owens Comning Fiberglass filed for Chapter 11 protection on October 5, 2000. This
hurt AWT’'s ability to obtain ongoing financing on acceptable terms. These were the principal factors which led to the
decision to make the Filing.

AWI is operating its business and managing its properties as a debtor-in-possession subject to the provisions of the
Bankruptcy Code. Pursuant to the provisions of the Bankruptcy Code, AWI is not permitted to pay any claims or
obligations which arose prior to the Filing date (prepetition claims) unless specifically authorized by the Court.
Similarly, claimants may not enforce any claims against AWI that arose prior to the date of the Filing. In addition, as a
debtor-in-possession, AWI has the right, subject to the Court's approval, to assume or reject any executory contracts
and unexpired leases in existence at the date of the Filing. Parties having claims as a result of any such rejection may
file claims with the Court which will be dealt with as part of the Chapter 11 Cases.

Two creditors' committees, one representing asbestos claimants and the other representing other unsecured creditors,
have been appointed in the Chapter 11 Cases. In accordance with the provisions of the Bankruptcy Code they have
the right to be heard on matters that come before the Court in the Chapter 11 Cases.

It is AWTI's intention to address all of its prepetition claims, including all asbestos-related claims, in a plan of
reorganization in its Chapter 11 Case. At this juncture, it is impossible to predict with any degree of certainty how such
a plan will treat such claims and the impact AWI's Chapter 11 Case and any reorganization plan will have on the
shares of common stock of AWI, all of which are held by AHI and along with AWI's operating subsidiaries are the only
material asset of AHI. Generally, under the provisions of the Bankruptcy Code, holders of equity interests may not
participate under a plan of reorganization uniess the claims of creditors are satisfied in full under the plan or unless
creditors accept a reorganization plan which permits holders of equity interests to participate. The formulation and
implementation of a plan of reorganization in the Chapter 11 Cases could take a significant period of time.

Financing

The Court has approved a $300 million debtor-in-possession credit facility provided by a bank group led by The Chase
Manhattan Bank (the "DIP Facility"). AWI believes that the DIP Facility, together with cash generated from operations,
will be more than adequate to address its liquidity needs. As of February 28, 2001, AW had $96.3 miilion of cash and
cash equivalents in addition to cash heid by its non-debtor subsidiaries. Borrowings under the DIP facility, if any, will
constitute superpriority administrative expense claims in the Chapter 11 Cases.
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Accounting Impact
AICPA Statement of Position 90-7, "Financial Reporting by Entities in Reorganization under the Bankruptcy Code”

("SOP 90-7") provides financial reporting guidance for entities that are reorganizing under the Bankruptcy Code.
Armstrong has implemented this guidance in the accompanying financial statements.

Pursuant to SOP 90-7, AWI is required to segregate prepetition liabilities that are subject to compromise and report
them separately on the balance sheet. See Note 4 for detail of the liabilities subject to compromise at December 31,
2000. Liabilities that may be affected by a plan of reorganization are recorded at the amount of the expected allowed
claims, even if they may be settled for lesser amounts. Substantially all of AWI's prepetition debt, now in default, is
recorded at face value and is classified within liabilities subject to compromise. Obligations of Armstrong subsidiaries
not covered by the Filing remain classified on the consolidated balance sheet based upon maturity date. AWI's
asbestos liability is also recorded in liabilities subject to compromise. See Note 29 for further discussion of AWI's
asbestos liability.

Additional prepetition claims (liabilities subject to compromise) may arise due to the rejection of executory contracts or
unexpired leases, or as a result of the aliowance of contingent or disputed claims.

SOP 90-7 also requires separate reporting of all revenues, expenses, realized gains and losses, and provision for
losses related to the Filing as reorganization items. Accordingly, AWI recorded a total of $103.3 million as
Reorganization Costs in December 2000, consisting of:

($ millions)
Adjustment of net debt and debt issue costs to expected amount of allowed claim $42.0
ESOP related expenses 58.8
Professional fees 2.6
interest income, post petition (0.3)
Other expenses directly related to bankruptcy, net 0.2
Total Chapter 11 reorganization costs $103.3

To record prepetition debt at the face value or the amount of the expected allowed claims, AW adjusted the amount of
net debt and debt issue costs and recorded a pre-tax expense of $42.0 million.

ESOP related costs include a $43.3 million impairment charge related to amounts borrowed by the ESOP from
Armstrong, the trustee of the ESOP. As described more fully in Note 19, Armstrong has not permitted further
employee contributions to the ESOP. Therefore, it is expected that the ESOP will no longer have the ability to repay
Armstrong money it previously borrowed. In addition, a $15.5 million expense was recorded related to interest and tax
penalty guarantees owed to ESOP bondhoiders caused by the default on the ESOP bonds.

Professional fees represent legal and financial advisory expenses directly related to the Filing.
Interest income in the above table is from short-term investments of cash earned by AWI subsequent to the Filing.

As a result of the Filing, realization of assets and liquidation of liabilities are subject to uncertainty. While operating as
a debtor-in-possession, AWI may sell or otherwise dispose of assets and liquidate or settle liabilities for amounts other
than those reflected in the condensed consolidated financial statements. Further, a plan of reorganization could
materially change the amounts and classifications reported in the consolidated historical financial statements.

Discontinued Operations
On May 31, 2000, Armstrong completed its sale of ail of the entities, assets and certain liabilities comprising its

Insulation Products segment to Orion Einundvierzigste Beteiligungsgeselischaft Mbh, a subsidiary of the Dutch
investment firm Gilde Investment Management N.V. for $264 million. The transaction resuited in an after tax gain of
$114.8 million, or $2.84 per share.

In February 2001, Armstrong determined to permanently exit the Textiles and Sports Flooring segment and on
February 20, 2001 entered into negotiations to sell substantially all of the businesses comprising this segment to a
private equity investor based in Europe. The proposed sale, while subject to certain approvals, including that of the
Court, is expected to close in June 2001. Accordingly this segment has been classified as a discontinued operation in
the accompanying consolidated financial statements. Prior year balances and results have been reclassified to reflect
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the net assets and results of discontinued operations. Based on the expected net realizable value of the business,
Armstrong recorded a pretax net loss of $30.3 milfion in the fourth quarter of 2000, $19.5 million net of tax benefit.

Other Divestitures

On July 31, 2000, Armstrong completed the sale of its Installation Products Group (“IPG") to subsidiaries of the
German company Ardex GmbH, for $86 million in cash. Ardex purchased substantially all of the assets and liabilities
of IPG including its shares of the W.W. Henry Company. The transaction resuited in an after tax gain of $44.1 million
($60.2 million pretax) or $1.09 per share and was recorded in other income. The financial results of IPG were reported
as part of the floor coverings segment. The proceeds and gain are subject to a post-closing working capital
adjustment, which Armstrong expects to finalize in the first half of 2001. Under the terms of the agreement and a
related supply agreement, Armstrong agreed to purchase some of its installation products needs from Ardex for an
initial term of eight years, subject to certain minimums for the first five years after the sale. The agreement aiso calls
for price adjustments based upon changing market prices for raw materials, labor and energy costs.

Acquisitions

On May 18, 2000, Armstrong acquired privately-held Switzerland-based Gema Holding AG (“Gema”), a leading
manufacturer and installer of metal ceilings, for $6 million plus certain contingent consideration not to exceed $25.5
million based on results over the three year period ending December 31, 2002. Gema, with annual sales of nearly $50
million, has two manufacturing sites located in Austria and Switzerland and employs nearly 300 people. The
acquisition has been recorded under the purchase method of accounting. The purchase price has been allocated to
the assets acquired and the liabilities assumed based on the estimated fair market value at the date of acquisition.
Contingent consideration, when and if paid, will be accounted for as additional purchase price. The fair market value
of tangible and identifiable intangible assets acquired exceeded the purchase price by $24.2 million and this amount
has been recorded as a reduction of the fair vaiue of property, plant, and equipment.

Financial Condition

As shown on the Consolidated Balance Sheets on page 39, Armstrong had cash and cash equivalents of $156.5
million at December 31, 2000, compared with $17.2 million at the end of 1999. The ratio of current assets to current
liabilities was 3.24 to 1 as of December 31, 2000, compared with 1.47 to 1 as of December 31, 1999. The increases
were primarily related to the Chapter 11 filing.

Long-term debt, excluding Armstrong's guarantee of an ESOP loan and debt subject to compromise, was $56.8
million, or 7.6 percent of total capital at December 31, 2000, compared with $1,389.1 million, or 5.7 percent of total
capital, at the end of 1999. All outstanding pre-petition long-term debt of entities that filed for Chapter 11 protection
has been classified as liabilities subject to compromise at December 31, 2000. At December 31, 2000, and December
31, 1999, ratios of total debt (including Armstrong's guarantee of an ESOP loan and excluding debt subject to
compromise) as a percent of total capital were 10.9 percent and 70.8 percent, respectively. Given the current
accounting of liabilities as subject to compromise, the comparison is not meaningful.

As shown on the Consolidated Statements of Cash Flows on page 41, net cash provided by operating activities for the
year ended December 31, 2000, was $41.8 million compared with $338.1 million in 1999. The decrease was due to
several items including lower net income excluding the gain on sale of businesses and changes in working capital,
primarily accounts payable and accrued expenses.

Net cash provided by investing activities was $179.3 million for the year ended December 31, 2000, compared with net
cash used for investing activities of $62.0 million in 1999. The increase was primarily due to proceeds from the sales of
businesses in 2000.

Net cash used for financing activities was $78.1 million for the year ended December 31, 2000, compared with $281.9
million in 1999. The decrease was primarily due to net debt payments of $24.1 million in 2000 compared with net debt
payments of $202.1 million in 1999.

DIP Facility

The Court has approved a $300 million debtor-in-possession financing facility to be provided by a bank group led by
the Chase Manhattan Bank. Borrowings under the DIP Facility constitute superpriority administrative expense claims
in the Chapter 11 Cases. As of December 31, 2000, AWI has borrowed $5.0 million under the DIP Facility. The DIP
Facility expires no later than December 6, 2002 and borrowings are limited to an adjusted amount of receivables,
inventories and PP&E. Depending on the amount of borrowings, the DIP Facility carries a interest rate range of either
Chase’s Alternate Bank Rate plus 50 basis points to 100 basis points or LIBOR pius 150 basis points to 200 basis
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points. The DIP Facility also contains several covenants including, among other things, {imits on asset sales, capital
expenditures and a required ratio of debt to cash flow. Prior to final Court approval of the DIP Facility, which was
obtained on February 7, 2001, AWI had preiiminary available borrowings of $145 million as of December 31, 2000.

Asbestos-reiated litigation

AWI is a defendant in personal injury claims and property damage claims related to asbestos containing products. On
December 6, 2000, AWI filed a voluntary petition for relief (“the Filing”) under Chapter 11 of the U.S. Bankruptcy Code
to use the court supervised reorganization process to achieve a fair and final resolution of its asbestos liability. See
item 1 for further discussion.

Background

AWT’s involvement in asbestos litigation relates primarily to its participation in the insulation contracting business.
From around 1910 to 1933, AWI manufactured and installed some high-temperature insulation products, including
some that contained asbestos. In 1839, AWI expanded its contract instaliation service to provide a greater range of
high and low temperature contracting services to its customers. AWI! generally manufactured its own low temperature
insulation products, but did not manufacture the high temperature products used in its contracting operations. Some of
the high temperature products furnished and installed in the contracting operations contained asbestos.

Effective January 1, 1958, AWI separated its insulation contracting business into a separate, independent subsidiary,
Armstrong Contracting and Supply Corporation (“ACandS"). From January 1, 1958 through August 31, 1969, ACandS
operated as an independent subsidiary in the insulation contracting business. During this time period, AWI licensed
certain tradenames and trademarks to ACandS, which ACandS placed on certain insulation products manufactured by
others. Other than two specific products, AWI did not manufacture or sell any asbestos-containing thermal insulation
products during this period. In August 1969, AWI sold the ACandS subsidiary to a group of ACandS management
employees and ACandS continues to operate independently as a subsidiary of Irex Corporation. AWI had no
involvement with any asbestos-containing insulation materials after 1968.

In addition, AWl manufactured some resilient flooring that contained encapsulated asbestos until the early 1980’s.
AWI also manufactured some gasket materials that contained encapsulated asbestos until the mid-1980’s.

Personal Injury Litigation

Nearly all the asbestos-related personal injury lawsuits brought against AWI relate to alleged exposure to asbestos-
containing high-temperature insulation products. The majority of these claims seek compensatory and punitive
damages. Claims may arise many years after first exposure to asbestos in light of the decades long latency period for
asbestos-related injury. Product identification and determining exposure periods are difficult and uncertain. Over the
long history of asbestos litigation invoiving hundreds of companies, various parties have tried to secure a
comprehensive resolution of the litigation. In 1991, the Judicial Panel for Multidistrict Litigation ordered the transfer of
federal cases to the Eastern District of Pennsylvania in Philadelphia for pretrial purposes. AWI supported this transfer.
Some cases are periodically released for trial, although the issue of punitive damages is retained by the transferee
court. That court has been instrumental in having the parties resolve large numbers of cases from various jurisdictions
and has been receptive to different approaches to the resolution of claims. Claims filed in state courts have not been
directly affected by the transfer.

Amchem Settlement Class Action

Georgine v. Amchem ("Amchem"”) was a settlement class action filed in the Eastern District of Pennsylvania on
January 15, 1993, that included essentially all future personal injury claims against members of the Center for Claims
Resolution ("Center"), including AWI. It was designed to establish a nonlitigation system for the resolution of those
claims, and offered a method for prompt compensation to claimants who were occupationally exposed to asbestos if
they met certain exposure and medical criteria. Compensation amounts were derived from historical settlement data
and no punitive damages were to be paid. The settlement was designed to, among other things, minimize
transactional costs, including attorneys' fees; expedite compensation to claimants with qualifying claims; and relieve
the courts of the burden of handling future claims. The District Court, after exhaustive discovery and testimony,
approved the settlement class action and issued a preliminary injunction that barred class members from pursuing
claims against Center members in the tort system. The U.S. Court of Appeals for the Third Circuit reversed that
decision, and the reversal was sustained by the U.S. Supreme Court on September 25, 1997, holding that the
settliement class did not meet the requirements for class certification under Federal Rule of Civil Procedure 23. The
preliminary injunction was vacated on July 21, 1997, resulting in the immediate reinstatement of enjoined cases and a
loss of the bar against the filing of claims in the tort system.
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Asbestos Claims Facility ("Facility") and Center for Claims Resolution ("Center”)

The Facility was established in 1985 to evaluate, settle, pay and defend ail personal injury claims against member
companies. Resolution and defense costs were allocated by formula. The Facility subsequently dissolved, and the
Center was created in October 1988 by 21 former Facility members, including AWI. At the time of the Filing, there
were 16 members of the Center, including AWI. Insurance carriers, while not members, are represented ex officio on
the Center's governing board and have agreed annually to provide a portion of the Center's operational costs. The
Center adopted many of the conceptual features of the Facility and has addressed the claims in a manner consistent
with the prompt, fair resolution of meritorious ciaims. Resolution and defense costs are allocated by formula among
the member companies; adjustments over time due to the departure of some members and other factors resulted in
some increased share for AWL.

As a result of the Filing, AWI is no longer an active participant in the Center. The extent and amount of AW liabilities
as a result of its participation in the Center have not been determined, but will be determined in AWl's Chapter 11
Case.

Number of Claims

The number of claims naming AWI as a defendant ranged from about 16,400 to 31,100 per year during the period from
1989 to 1997. However, subsequent to this time and up to the Filing, claim filings significantly surpassed this average
as approximately 87,500 and 50,700 claims were filed in 1998 and 1999 respectively. AW! had expected the number
of claims to decline in 2000. However, during the first eleven months of 2000 prior to the Filing, the Center received
and verified approximately 53,000 claims. Claims from major, established law firms did decline, but this decline was
more than offset by claims from new or previously low-volume law firms.

Before filing under the Bankruptcy Code, AWI pursued broad-based settlements of claims through the Center. The
Center had reached Strategic Settlement Program (“SSP") agreements with law firms that covered approximately
130,000 claims that named AWI as a defendant, including agreements with 17 law firms covering approximately
36,800 claims during the first eleven months of 2000. These agreements typically provided for multiyear payments for
settiement of current claims and established specific medical and other criteria for the settlement of future claims as
well as annual limits on the number of claims that can be filed by these firms. These agreements also established fixed
settlement values for different asbestos-related medical conditions which were subject to periodic re-negotiation over a
period of 2 to 5 years. The plaintiff law firms were required to recommend settlements to their clients although future
claimants are not legally obligated to accept the settlements. These agreements also provided for nominal payments to
future claimants who are unimpaired but who are eligible for additional compensation if they develop a more serious
asbestos-related illness. The Center could terminate an agreement with an individual law firm if a significant number
of that firm’s clients elect not to participate under the agreement. For some agreements, the component of the
agreement that covered future claims was subject to re-negotiation if members left the Center. As a result of the
Filing, AWTI's obligations with respect to these settlements will be determined in the context of its Chapter 11 Case.

Fourth Quarter 2000 Events

On October 5, 2000, Owens Corning Fiberglass (“OCF”), a manufacturer of insulation, filed for protection under
Chapter 11 of the Bankruptcy Code to address its asbestos liability. This filing adversely impacted AWI's negotiations
to obtain a 364-day credit facility which were underway at the time. This credit facility was to replace an existing $450
million credit facility that expired on October 19, 2000. Following the OCF filing, the potential participants in the new
credit facility decided to reevaluate their credit exposures to AWI, primarily due to AWI's asbestos liability. AWI could
not reach agreement on a new facility with acceptable terms. The existing $450 million credit facility expired on
October 19, 2000.

Additionally, AWI was concerned that a possible upward bias in the settlement demands of asbestos plaintiffs would
occur given the exit from the tort system of OCF, an important defendant in asbestos litigation.

As set forth above, AW filed for relief under Chapter 11 of the Bankruptcy Code on December 6, 2000. As a resuit,
holders of asbestos claims are stayed from continuing to prosecute pending litigation and from filing new lawsuits
against AWL. In addition, AWI ceased making payments with respect to asbestos claims, including payments pursuant
to the outstanding SSP agreements. A separate creditors committee representing the interests of asbestos claimants
has been appointed in the Chapter 11 Cases.
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As a result of the Filing, AWI's present and future asbestos liability will be addressed in the Chapter 11 Case rather
than through the Center and a multitude of lawsuits in different jurisdictions throughout the U.S. AWI believes that the
Chapter 11 process provides it with the opportunity to change its approach to its asbestos liability and
comprehensively address that liability in one forum. It is anticipated that all present and future asbestos claims will be
resolved in the Chapter 11 Case, which could take several years.

Asbestos-Related Personal Injury Liability

In evaluating its estimated asbestos-related personal injury liability prior to the Filing, AWI reviewed, among other
things, recent and historical settiement amounts, the incidence of past and recent claims, the mix of the injuries and
occupations of the plaintiffs, the number of cases pending against it and the status and results of broad-based
settlement discussions. Based on this review, AWI estimated its share of liability to defend and resolve probable
asbestos-related personal injury claims. This estimate was highly uncertain due to the limitations of the available data
and the difficulty of forecasting with any certainty the numerous variables that could affect the range of the liability.

AWI believes the range of probable and estimable liability is more uncertain now than previously. There are significant
differences in the way the asbestos claims may be addressed under the bankruptcy process when compared to the
tort system. Accordingly, AWI currently is unable to ascertain how prior experience with the number of claims and the
amounts to settle claims will impact its ultimate liability in the context of its Chapter 11 Case.

As of September 30, 2000, AWI's estimate of its asbestos-related liability that was probable and estimable through
2006 ranged from $758.8 million to $1,363.3 million. AWI! concluded that no amount within that range was more likely
than any other and, therefore, reflected $758.8 million as a liability in the condensed consolidated financial statements
in accordance with generally accepted accounting principles. Due to the increased uncertainty created as a resuit of
the Filing, no change has been made to the previously recorded liability except to record payments of $68.2 million
against that accrual in October and November 2000. The balance at December 31, 2000 is $690.6 million. Itis
reasonably possible, however, that the actual liability could be significantly higher than the recorded liability. As the
Chapter 11 Cases proceed there should be more clarity as to the extent of the liability to be addressed in the Chapter
11 Cases.

Collateral Requirements

During 2000, AWI had secured a bond for $56.2 million to meet minimum collateral requirements established by the
Center with respect to asbestos claims asserted against AWI. On October 27, 2000, the insurance company that
underwrote the surety bond informed AWI and the Center of its intention not to renew the surety bond effective
February 28, 2001. On February 6, 2001, the Center advised the surety of the Center's demand for payment of the
face value of the bond. The surety filed a motion with the Court seeking to restrain the Center from drawing on the
bond. The motion was not granted.

Property Damage Litigation

AW is also one of many defendants in six pending property damage claims as of December 31, 2000 that were filed
by public and private building owners. These cases present allegations of damage to the plaintiffs’ buildings caused
by asbestos-containing products and generally seek compensatory and punitive damages and equitable relief,
including reimbursement of expenditures for removal and replacement of such products. In the second quarter of 2000,
AWl was served with a lawsuit seeking class certification of Texas residents who own property with asbestos-
containing products. This case includes aliegations that AWI asbestos-containing products caused damage to
buildings and generally seeks compensatory damages and equitable relief, including testing, reimbursement for
removal and diminution of property value. AWI vigorously denies the validity of the allegations against it in these
actions and, in any event, believes that any costs will be covered by insurance. Continued prosecution of these
actions and the commencement of any new asbestos property damage actions are also stayed due to the Filing.
Consistent with prior periods and due to increased uncertainty, AWI has not recorded any liability related to these
claims.

Insurance Coverage

During relevant time periods, AWI purchased primary and excess insurance policies providing coverage for personal
injury claims and property damage claims. Certain policies aiso provide coverage to ACandsS, Inc., the former
subsidiary of AWI discussed above under “Background”. AWI and ACandS agreed to share certain coverage on a
first-come first-served basis and to reserve for ACandS a certain amount of excess coverage.
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Wellington Agreement
In 1985, AWI and 52 other companies (asbestos defendants and insurers) signed the Wellington Agreement. This

Agreement settled disputes concerning personal injury insurance coverage with signatory carriers. It provides broad
coverage for both defense and indemnity and applies to both products hazard and nonproducts (generai liability)
coverages. Most of AWI resolutions of asbestos-related personal injury products hazard coverage matters with its
solvent carriers has been achieved through the Wellington Agreement or other settiements.

Insurance Recovery Proceedings

A substantial portion of AWI's primary and excess remaining insurance asset is nonproducts (general liability)
insurance for personal injury claims, including among others, those that involve alleged exposure during AWI's
installation of asbestos insulation materials. AWI has entered into settlements with a number of the carriers resolving
its coverage issues. However, an alternative dispute resolution (“ADR") procedure under the Wellington Agreement is
under way against certain carriers to determine the percentage of resolved and unresolved claims that are
nonproducts claims, to establish the entittement to such coverage and to determine whether and how much
reinstatement of prematurely exhausted products hazard insurance is warranted. The nonproducts coverage
potentially available is substantial and includes defense costs in addition to limits. The carriers have raised various
defenses, including waiver, laches, statutes of limitations and contractual defenses. One primary carrier alleges that it
is no longer bound by the Wellington Agreement, and another alleges that AWI agreed to limit its claims for
nonproducts coverage against that carrier when the Wellington Agreement was signed. The ADR process is in the trial
phase of binding arbitration. One insurer has taken the position that it is entitled to litigate in court certain issues in the
ADR proceeding. During 1999, AWI received preliminary decisions in the initial phases of the trial proceeding of the
ADR which were generally favorable to AWI on a number of issues related to insurance coverage. However, during
the fourth quarter of 2000, a new trial judge was selected for the ADR. AWI is uncertain at this time as to the impact,
if any, this change will have on the preliminary decisions of the initial phases of the ADR. Further, management
believes that one of the carriers has been experiencing financial difficulties, which could affect its ability to pay any
ultimate judgment. AWI has not adjusted the recorded asset amount at December 31, 2000 related to this carrier.
Because of the continuing ADR process and the possibilities for appeal on certain matters, AWI has not yet completely
determined the financial implications of the ADR proceedings.

Insurance Asset

An insurance asset in respect of asbestos personal injury claims in the amount of $268.3 million is recorded as of
December 31, 2000. Of the total recorded asset, approximately $77.2 million represents partial settiement for previous
claims that will be paid in a fixed and determinable flow and is reported at its net present value discounted at 6.50%.
The total amount recorded reflects AWI's belief in the availability of insurance in this amount, based upon AWl's
success in insurance recoveries, recent settlement agreements that provide such coverage, the nonproducts
recoveries by other companies and the opinion of outside counsel. Such insurance is either available through
settlement or probable of recovery through negotiation, litigation or resolution of the ADR process that is in the trial
phase of binding arbitration. Depending on further progress of the ADR, activities such as settlement discussions with
insurance carriers party to the ADR and those not party to the ADR, the final determination of coverage shared with
ACandS and the financial condition of the insurers, AWI may revise its estimate of probable insurance recoveries.
Approximately $86 million of the $268.3 million asset is determined from agreed coverage in place and is therefore
directly related to the amount of the liability and could decrease if the final amount of the liability decreases. Of the
$268.3 million asset, $32.2 million has been recorded as a current asset reflecting management's estimate of the
minimum insurance payments to be received in the néxt 12 months.

A significant part of the recorded asset relates to insurance that AWI believes is probable and will be obtained through
settlements with the various carriers. Due to the Filing, the settlement process may be delayed, pending further
clarification as to the asbestos liability. While AWI believes the Chapter 11 process will strengthen its position on
resolving disputed insurance and may therefore result in higher settiement amounts than recorded, there has been no
change in the recorded amounts due to the uncertainties created by the Filing. Accordingly, this asset could also
change significantly based upon events which occur in the Court. Management estimates that the timing of future
cash payments for the remainder of the recorded asset may extend beyond 10 years.

Income Statement Charges
AWI recorded charges to increase its estimate of probable asbestos-related liability by $236.0 million in the second

quarter of 2000, $335.4 million in 1999 and $274.2 million in 1998. Prior to 1998, charges to increase the liability were
effectively offset by corresponding increases in related insurance recoveries.
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AWI paid $226.9 million for asbestos-related claims in the first eleven months of 2000 compared to $173.0 million in all
of 1999. AWI received $27.7 million in asbestos-related insurance recoveries during 2000 compared to $58.7 million
during 1999. During the pending Chapter 11 cases, AW! does not expect to make any further cash payments for

asbestos-related claims, but AWI may continue to receive insurance proceeds under the terms of various seftlement
agreements.

nclusion
Many uncertainties exist surrounding the financial impact of AWI’s involvement with asbestos litigation. These
uncertainties include the impact of the Filing and the Chapter 11 process, the number of future claims to be filed, the
impact of any potential legislation and the impact of the ADR proceedings on the insurance asset. Accordingly, AWI is
not revising its previously recorded liability. However, it is reasonably possible that AWI's total exposure to personal
injury asbestos claims may be significantly different than the recorded liability.

nsalidated R
The following discussions of consolidated results are on a continuing operations basis.

Net sales in 2000 of $3.00 billion were 1.5% lower when compared with net sales of $3.05 billion in 1899. Excluding
the impact of unfavorable foreign exchange rates in 2000 and the divestitures of the gasket and textile businesses in
1999, Armstrong sales were $65.2 million, or 2.2%, above the prior year. Floor coverings sales decreased 7.5%;
Building products sales increased 5.4%; Wood products sales increased by 7.9%. Further excluding the 1999
divestitures, sales increased 1.0% in the Americas and declined 3.1% in the Pacific Area. European sales decreased
3.3% but would have increased 10.4% without the impact of unfavorabie foreign exchange rates.

The loss from continuing operations in 2000 was $89.0 million or $2.21 per share. This included an after-tax charge of
$153.4 million to increase the estimated liability for asbestos-related claims and an after-tax gain of $44.1 million from
the sale of the Installation Products Group (“IPG"), which was part of the floor coverings segment.

Also included in 2000 was a pre-tax restructuring charge of $19.4 million, of which $8.6 million related to severance
and enhanced retirement benefits for more than 180 positions (approximately 66% reiated to salaried positions) within
the European Flooring business. Restructuring actions also included staff reductions due to the elimination of
administrative positions, the consolidation and closing of sales offices in Europe and the closure of the Team Valley,
England commercial tile plant. $2.6 million of the restructuring charge related to severance and enhanced retirement
benefits for 15 salaried positions due to cost savings initiatives. These 15 eliminated positions were primarily in the
U.S. The remaining $8.2 million of the restructuring charge primarily related to the remaining payments on a
noncancelable operating lease for an office facility in the U.S. The employees who occupied this office facility are
being relocated to the corporate headquarters. in addition, $1.4 miliion of the remaining accrual for the 1998
restructuring charge was reversed during 2000, comprising certain severance accruals that were no longer necessary
as certain individuals remained employed by Armstrong. An additional restructuring charge of $5.4 miltion, covering 54
salaried positions, will be recorded in the first quarter of 2001 to continue these cost savings initiatives.

Armstrong also recorded $17.6 million to cost of goods sold in 2000 for write-downs of inventory and production-line
assets that were not categorized as restructuring costs. The inventory write-downs were related to changes in product

offerings while the write-downs of production-line assets primarily related to changes in production facilities and
product offerings.

In addition, Armstrong recorded $10.1 million within selling, general and administrative expenses (“SG&A”) expense
for CEO and management transition costs during 2000. The components of this amount included hiring a new CEO,
expenses related to the departure of the prior CEQ, covenant agreements related to non-compete arrangements and
other management transition costs. Armstrong had anticipated approximately $7.6 million of fourth quarter 2000 costs
related to settiements of certain benefit plan obligations for former executive employees. Due to the Chapter 11 Filing,
only $2.7 million of these costs were actually incurred in the fourth quarter of 2000.

Armstrong also recorded costs within SG&A of $3.8 million for severance payments to approximately 100 employees

that could not be classified as restructuring costs and $2.3 million for fixed asset impairments related to the decision to
vacate office space in the U.S.
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Armstrong recorded $103.3 million of Chapter 11 reorganization costs. See Note 1 for details of the reorganization
costs.

Excluding the items impacting the 2000 results discussed above, earnings from continuing operations for 2000 would
have been $121.1 million, or $2.99 per share.

Effective November 1, 2000, an amendment to the Retirement Income Plan (RIP), a qualified US defined benefit plan,
established an additional benefit known as the ESOP Pension Account to partially compensate active employee and
retiree ESOP shareholders for the decline in the market value of AHI’s stock. The effect of this amendment had no
material impact to the financial position or resuits of operations in 2000, but will increase the benefit obligation by $88.7
million in 2001 and will decrease the 2001 pension credit by $13.0 million compared to prior periods.

The 1999 loss from continuing operations was $24.0 million, or $0.60 per share. This included an after-tax charge of
$218.0 million to increase the estimated liability for asbestos-related claims, a $3.2 million loss from the sale of its
textile products business, a $6.0 million gain from the sale of its gasket products subsidiary, a pre-tax restructuring
reversal of $1.4 million and proceeds from the settlement of various legal actions totaling $3.0 million. Excluding these
items, earnings from continuing operations for 1999 would have been $188.4 million, or $4.69 per share.

Armstrong reported net earnings of $12.2 mI"IOﬂ or $0.30 per share in 2000, compared to net earnings of $14.3
million, or $0.36 per share in 1999.

Cost of goods sold in 2000 was 73.2% of sales, higher than cost of goods sold of 68.3% in 1999. Higher raw material

costs primarily in floor coverings and wood products and higher energy costs in building products were the primary
drivers of the increase.

SG&A expenses in 2000 were $546.3 million, or 18.2% of sales compared to $556.2 miilion, or 18.2% of sales in 1999.
SG&A expenses in 2000 contained lower employee incentive bonus accruals and lower selling expense offset by CEO
and management transition costs, expenses reiated to the reorganization of European flooring business, asset write-
downs related to the decision to vacate office space in Lancaster, PA and inventory write-downs related to samples.

Equity earnings from affiliates of $18.0 million improved $1.2 million primarily reflecting an improvement in the WAVE
ceiling grid joint venture.

Goodwill amortization was $23.9 million for 2000 compared to $25.5 million in 1999 primarily due to lower foreign
currency exchange rates.

Interest expense of $101.6 million in 2000 was lower than interest expense of $104.0 million in 1999. In accordance

with SOP 90-7, Armstrong did not record $6.0 million of contractual interest expense on prepetition debt after the
Chapter 11 filing date.

Other income in 2000 includes a $60.2 million gain from the sale of IPG, which was part of the floor coverings segment
and a gain of $5.2 million resulting from the demutualization of an insurance company with whom Armstrong has
company-owned life insurance policies and other items. 1999 other income includes a $6.0 mitlion gain on the
divestiture of 65% of Armstrong Industrial Specialties, Inc. (“AISI"), a loss of $5.0 million on the divestiture of Textile
Products, proceeds from the settlement of various legal actions totaling $3.0 million and a gain of $2.6 million resuilting

from the demutualization of an insurance company with whom Armstrong has company-owned life insurance policies
and other items.

The 2000 effective tax rate benefit from continuing operations was 31.7% versus 16.7% for 1999. Excluding the
impact of the asbestos charge, the gain on sale of installation Products, the reorganization charge and other related
expenses in 2000, the 2000 effective tax rate was 39.3%. Excluding the asbestos charge and the divestitures of the
gaskets and textiles businesses, the 1999 effective tax rate from continuing operations was 37.8%. The increase was
due to nondeductible goodwill and foreign source income.

New Accounting Pronouncements

in June 2000, the Financial Accounting Standards Board (“FASB") issued Statement No. 138, “Accounting for Certain
Derivative Instruments and Certain Hedging Activities” (‘FAS 138”), an amendment of FASB Statement No. 133 (“FAS
133"). FAS 138 amends some accounting and reporting standards contained in FAS 133 and also addresses a limited
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number of issues causing implementation difficulties in applying FAS 133. The statements provide for the recognition
of a cumulative adjustment for an accounting change, as of the date of adoption. Armstrong has formed a team to
identify and implement the appropriate systems and processes to adopt these statements effective January 1, 2001.
No material transition adjustment will result from the adoption of the Statements.

In October 2000, the FASB issued Statement No. 140, "Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities, a replacement of FASB SFAS No. 125." This statement provides accounting and
reporting standards for transfers and servicing of financial assets and extinguishment of liabilities. This statement is
effective March 2001. Armstrong does not anticipate any material impact on its financial statements from the adoption
of this Statement.

INDUSTRY SEGMENT RESULTS

Floor Coverings

Worldwide floor coverings sales in 2000 of $1,263.9 million were $101.8 miillion, or 7.5% below last year. Sales in the
Americas were 4.3% below 1999. European sales were 17.7% below prior year as a result of unfavorable foreign
exchange rate translation, lower prices and a less favorable mix driven by continued market weakness. Excluding the
effects of foreign exchange rate translation, sales in Europe were 6.9% below last year. Pacific area sales were flat
with last year. ‘

Operating income of $78.8 million in 2000 compared to $204.6 million in 1999. Excluding expenses associated with
reorganizing the European business, other management changes and the $7.5 miillion fourth quarter impairments of
production line assets and samples inventory, the 2000 operating income was $107.3 million. 1999 operating income
was $200.1 million excluding $4.8 million for insurance settlements for past product claims, net of inventory write-offs,
$3.3 million of costs associated with changes in the production location for some product lines and a net benefit of $3.0
million from changes in employee compensation policies. The annual operating margin decline is primarily related to
lower sales volume and the impact of higher production costs, primarily higher raw material prices.

Outlook

Sales in 2001 are expected to decrease modestly due to lower demand, particularly in the Americas. Operating
income is expected to decline significantly due to the lower sales volume, continued price pressures on raw materials
and increased promotional and product development spending.

Building Products

Building products sales in 2000 were $837.2 million compared to $794.5 million in 1999. Excluding the sales impact of
the Gema acquisition in 2000, sales increased 1.4%. Higher sales in the U.S., primarily in the U.S. commercial
channel, were mostly offset by lower European sales. Pacific area sales increased 1.9%.

Operating income in 2000 was $113.9 million compared to $120.0 million in 1999. The operating income decrease was
primarily related to higher natural gas prices, partially offset by positive earnings from the Gema acquisition. Results
from Armstrong's WAVE grid joint venture with Worthington Industries continue to be strong, showing an 11%
improvement over 1999,

Outlook

Sales in 2001 are expected to increase slightly as a full year's contribution from Gema will be offset by slightly lower
sales from other products in Europe. Operating income is expected to decrease significantly due to a full year impact
of anticipated higher natural gas prices.

Wood Products

Wood products sales in 2000 were $902.7 million compared to $836.5 million in 1999. Cabinet sales increased 5.1%
due to higher volume. Wood flooring sales increased 8.5% versus 1999 driven primarily by volume growth and
improved pricing. Operating income in 2000 was $74.3 million compared to $85.0 million in 1999. The decrease was
due to higher lumber costs that offset sales volume growth.

Outlook
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Sales in 2001 are expected to increase slightly from 2000 levels. Operating income is expected to decline slightly due
to higher lumber price costs.

All Other

Sales rey reported in this segment during 1999 comprised gasket materials (through June 30, 1999) and textile mill
supplies (through September 30, 1999). As discussed previously, Armstrong sold the textiles business and 65% of the
gaskets business during 1999. Operating income in 2000 related to Armstrong’s remaining 35% interest in Interface
Solutions Inc.

Geographic Areas
Net sales in the Americas in 2000 were $2.43 billion, compared to $2.45 billion in 1999. Net sales in Europe in 2000

were $463.5 million, compared to $489.9 million in 1999 due to lower floor coverings sales. Sales to the Pacific area
and other foreign countries of $108.2 million compared to $111.7 million in 1999.

Long-lived assets in the Americas in 2000 were $975.1 million compared to $971.9 million in 1899. Long-lived assets
in Europe in 2000 were $246.4 million compared to $285.2 million in 1999. The decrease was primarily due lower
foreign currency exchange rates in 2000. Long lived assets in the Pacific area in 2000 were $32.0 million compared to
$34.9 million in 1999.

1999 COMPARED WITH 1998
The results for 1999 compared with 1998 have been restated to reflect continuing operations.

Divestitures

On May 28, 1999, Armstrong’s subsidiary, DLW, sold its furniture business for total cash proceeds of $38.1 million.
Armstrong acquired this business as part of the acquisition of DLW in the third quarter of 1998 and had classified the
business as held for sale. There was no gain or loss on the transaction.

On June 22, 1999, Armstrong sold its interest in the assets of Martin Surfacing, Inc. Armstrong acquired this interest
as part of its acquisition of DLW during the third quarter of 1998. There was no material gain or loss on the transaction.

On June 30, 1999, Armstrong sold 65% of its ownership in AlS!, its gasket products subsidiary, to a group of investors
including Citicorp Venture Capital Ltd. and the management of AlSI for a cash purchase price of approximately $36.1
million. The sale resulted in a gain of approximately $6.0 million, or $0.15 per share, which was recorded in other
income.

On September 30, 1999, Armstrong completed the sale of its Textile Products Operations to Day International Group,
Inc. The sale resulted in a loss of $3.2 million, or $0.08 per share, which was recorded in other income.

Financing

On March 16, 1999, Armstrong filed a shelf registration statement for $1 billion of combined debt and equity securities.
On May 19, 1999, Armstrong completed an offering under the shelf registration statement of $200 million aggregate
principal amount of 7.45% Senior Notes due 2029. The net proceeds from this offering were used to repay other
indebtedness of Armstrong.

On October 21, 1999, Armstrong renewed a bank credit facility for $450 million with a term of 364 days and cancelled
a $300 million line of credit which was due to expire in 2001. Armstrong retained a $450 million line of credit which
expires in 2003. There were no borrowings under these facilities at December 31, 1999.

Financial Condition

As shown on the Consolidated Statements of Cash Fiows on page 41, net cash provided by operating activities for the
year ended December 31, 1999, was $338.1 million compared with $243.3 million in 1998. The increase is due to
changes in working capital components, primarily an increase in accounts payable and accrued expenses.

Net cash used for investing activities was $62.0 miillion for the year ended December 31, 1999, compared with
$1,198.3 million in 1998. The decrease was primarily due to expenditures for acquisitions in 1998 and the proceeds
from the sales of businesses in 1999.
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Net cash used for financing activities was $281.9 million for the year ended December 31. 1999, compared with net
cash provided by financing activities of $937.3 million in 1998. The decrease was primarily due to the $202.1 million
net reduction of debt during 1999 compared to the $1,039.5 million net increase in debt during 1998.

On October 15, 1999, Armstrong's ceiling grid joint venture with Worthington Industries, WAVE, made a $25 million
payment to each partner. Armstrong applied the proceeds to debt reduction.

Consolidated Results

Net sales in 1999 of $3.05 billion were 22.1% higher when compared with net sales of $2.50 billion in 1998. Triangle
Pacific contributed $836.5 million and $351.3 million of sales in 1999 and 1998 respectively, while DLW contributed
$228.8 million and $69.9 million during the same periods.

Excluding these acquisitions, Armstrong sales of $1,982.9 million were $92.0 million, or 4.4%, below prior year of
which $51.5 million related to the absence of gasket and textile sales, following the sale of those units in 1999. Floor
coverings sales decreased 3.5%; and Building products sales were down 0.6%. Further excluding the impact of the
gaskets and textiles divestitures, Americas sales growth of 1.8% was offset by the European sales decline of 21.3%
and the Pacific Area sales decline of 4.8%.

Armstrong reported net earnings of $14.3 miilion, or $0.36 per share, compared to a net loss of $9.3 million, or $0.23
per share in 1998. The 1999 and 1998 results include net after-tax charges of $218.0 million and $178.2 million,
respectively, for increases in the estimated liability for asbestos-related claims. The 1998 results include after-tax
charges of $48.5 million for restructuring activities.

Cost of goods sold in 1999 was 68.3% of sales, lower than cost of goods sold of 68.8% in 1998. Excluding the effect of
the 1998 acquisitions, Armstrong's cost of goods sold was 65.6% in 1999 and 67.8% in 1998.

SG&A expenses in 1999 were $556.2 million, or 18.2% of sales. In 1998, SG&A expenses were $443.0 million, or
17.7% of sales.

Equity earnings from affiliates of $16.8 million improved $3.0 million reflecting primarily an improvement in the WAVE
grid joint venture and the equity method accounting of AlSI for the post sale period in 1999.

Goodwill amortization was $25.5 million for 1999 compared to $10.7 million in 1998 due to a full year of amortization
related to the Triangle Pacific and DLW acquisitions.

Interest expense of $104.0 million in 1999 was higher than interest expense of $61.4 million in 1998 due to higher
levels of short- and long-term debt due to a full year of acquisition-related debt.

Other income in 1999 includes a gain of $6.0 million on the divestiture of 65% of AlS! and a loss of $5.0 million on the
divestiture of Textile Products. Other income in 1999 also reflects proceeds from the settlement of various legal actions
totaling $3 million and a gain of $2.6 million resulting from the receipt of cash and stock in connection with the

demutualization of an insurance company with whom Armstrong has company-owned life insurance policies and other
items.

Armstrong's 1999 effective tax rate, excluding the effects of the asbestos charge, was 37.8% which was affected by
nondeductible goodwill amortization. Armstrong’s 1998 tax benefit was generated by the charge for the increase in
asbestos liability, cost reduction and reorganization charges, and a tax benefit associated with the gain on the sale of
the Dal-Tile shares, partially offset by the nondeductibility of goodwill.

Industry Segment Results

Eloor Coverings

Worldwide floor coverings sales in 1999 of $1,365.7 million included sales of $228.8 million from DLW. Excluding
DLW, sales were $1,136.9 million, or 1.1% above last year. Sales in the Americas were essentially flat versus 1998 as
increased sales of commercial tile, installation products, and laminate were aimost offset by declines of residential tile
and residential and commercial sheet. The residential sheet decline was primarily due to lower sales in the
manufactured homes channel and Canada. Sales in the traditional retail channel increased on higher unit volumes and
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improved product mix resulting from the success of new product introductions. Both residential and commercial
channels experienced competitive pricing pressures during the year. European sales were 24.3% below prior year
reflecting weak economic conditions and residential pricing pressure resulting from excess capacity and the lack of
business in Russia. Pacific area sales were 2.0% ahead of last year.

Operating income of $203.5 million in 1999 compared to $175.2 million in 1998, excluding restructuring charges and
reversals. Higher operating margins were primarily due to implementation of actions related to the 1998 cost reduction
activities, lower raw material and other costs, an improved mix of residential sheet products. Additionally, operating
results include $4.8 million for insurance settlements for past product claims, net of inventory write-offs mostly offset by
$3.3 million of costs associated with changes in the production location for some product lines. The impact of changes
in employee compensation policies resulted in a net benefit of $3.0 million.

Building Products
Building products sales in 1999 were $794.5 million compared to $799.0 million in 1998 as strong performance from

the U.S. commercial business was offset by lower European sales and price pressure across most markets.

Operating income in 1999 was $119.7 million compared to $116.6 million in 1998, excluding restructuring charges and
reversals. The operating income increase reflected the impact of 1998 cost reduction activities and lower raw material
and other costs. Results from Armstrong's WAVE grid joint venture with Worthington Industries showed a 13%
improvement over 1998.

Wood Products

Wood products sales in 1999 were $836.5 million compared to $351.3 million in 1998. The increase was primarily due
to a full year's sales in 1999 compared with about 5 months of sales in 1998 following the acquisition of Triangle
Pacific.

Operating income in 1999 was $85.0 million compared to $38.6 million from the date of acquisition in 1998.

On a comparable basis, sales and operating income for Triangle Pacific in 1999 were approximately 14.5% and 16.1%
above the respective amounts reported by Triangie Pacific in 1998.

All Other

Sales reported in this segment comprised gasket materials and textile mill supplies. As discussed previously,
Armstrong sold the textiles business and 65% of the gaskets business during 1999. Sales of $51.5 million decreased
47.1% compared to 1998. Operating income of $6.0 million compared with $9.1 million in 1998, excluding restructuring
charges.

Geographic Areas
Net sales in the Americas in 1999 were $2.45 billion, compared to $1.96 billion recorded in 1998. The increase in sales

to customers in the United States and Canada was primarily due to a full year of Triangle Pacific sales. Net sales in
Europe in 1999 were $489.9 million, compared to $417.1 million in 1998. Additional sales from DLW were somewhat
offset by lower sales to Eastern Europe. Sales to the Pacific area and other foreign countries of $111.7 million
compared to $117.3 million in 1998.

Long-lived assets in the Americas in 1999 were $971.9 million compared to $985.0 million in 1998. Long-lived assets
in Europe in 1999 were $285.2 million compared to $315.4 million in 1998. The decrease primarily relates to currency
exchange rate effects on German assets. Long-lived assets in the Pacific area in 1999 were $34.9 million compared to
$36.6 million in 1998.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

Market Risk

Armstrong is exposed to market risk from changes in foreign currency exchange rates, interest rates and commodity
prices that could impact its results of operations and financial condition. Armstrong uses financial instruments,
including fixed and variable rate debt, as well as swap, forward and option contracts to finance its operations and to
hedge interest rate, currency and commodity exposures. Armstrong continuously monitors developments in the capital
markets and only enters into currency and swap transactions with established counterparties having investment-grade
ratings. Exposure to individual counterparties is controlled, and thus Armstrong considers the risk of counterparty
default to be negligible. Swap, forward and option contracts are entered into for periods consistent with underlying
exposure and do not constitute positions independent of those exposures. Armstrong uses derivative financial
instruments as risk management tools and not for speculative trading purposes. In addition, derivative financial
instruments are entered into with a diversified group of major financial institutions in order to manage Armstrong's
exposure to nonperformance on such instruments.

Interest Rate Sensitivity

Due to AWI's Chapter 11 Filing, all affected debt has been classified as liabilities subject to compromise. All such debt
will be addressed in the context of the Chapter 11 Cases and during the pendency thereof, AWI does not expect to pay
any principal, interest or other payments in respect thereof. The table below provides information about Armstrong's
long-term debt obligations as of December 31, 2000, and December 31, 1999. The table presents principal cash flows
and related weighted-average interest rates by pre-Filing scheduled maturity dates. Weighted-average variable rates
are based on implied forward rates in the yield curve at the reporting date. The information is presented in U.S. dollar
equivalents, which is Armstrong's reporting currency. The amounts below as of December 31, 2000 reflect only post-
petition debt and debt of entities that were not a part of the Chapter 11 Filing.

After
Scheduled maturity date 2001 2002 2003 2004 2005 2005 Total
($ millions)
As of December 31, 2000
Long-term debt:
Fixed rate $6.1 $3.1 $3.1 $2.6 $1.0 $37.0 $52.9
Avg. interest rate 5.60% 534% 6.71% 4.89% 3.86% 570% 5.72%
Variable rate $2.0 - - - - $10.0 $12.0
Avg. interest rate 7.65% - - - -~ 7.23% 4.49%
After

2000 2001 2002 2003 2004 2004 Total

—_—

As of December 31, 1999
Long-term debt:

Fixed rate $31.1 $8.7 $0.8 $202.1 $1.3 $705.7 $949.7
Avg. interest rate 773% B866% 723% 636% 351% 761% 7.35%
Variable rate $5.0 $2.0 - $450.0 - $185 %4755
Avg. interest rate 7.65% 7.65% -  6.20% - 4.89% 6.17%

Armstrong historically managed its ratio of fixed to floating rate debt with the objective of achieving a mix that
management believed to be appropriate. To manage this mix in a cost effective manner, Armstrong, from time to time,
entered into interest rate swap agreements, in which it agreed to exchange various combinations of fixed and/or
variable interest rates based on agreed-upon notional amounts. In order to maintain the ratio of fixed to floating rate
debt which management believed appropriate, Armstrong maintained $150 million of interest rate swaps during most
of 2000. Armstrong received fixed rates and paid floating rates on these swaps. However, all but one of the interest
rate swap agreements was terminated when Armstrong defaulted on its commercial paper obligations on November
22, 2000. Details of the outstanding swap agreement as of December 31, 2000 are as follows:

Maturity Date Notional Market
($ millions) Amount Pays Receives Value
Aug. 15, 2003 $20.0 3 mo. LIBOR 6.54% $0.3

This interest rate swap agreement was subsequently terminated by the counter-party on February 26, 2001.
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Exchange Rate Sensitivity
Armstrong manufactures and sells its products in a number of countries throughout the world and, as a result, is

exposed to movements in foreign currency exchange rates. To a large extent, Armstrong’s global manufacturing and
sales provide a natural hedge of foreign currency exchange rate movement, as foreign currency expenses generally
offset foreign currency revenues. At December 31, 2000, Armstrong's major foreign currency exposures are to the
Canadian dollar, the Euro and the British pound.

Armstrong has used foreign currency forward exchange contracts and purchased options to reduce its exposure to the
risk that the eventual net cash inflows and outflows, resulting from the sale of product to foreign customers and
purchases from foreign suppliers, will be adversely affected by changes in exchange rates. These derivative
instruments are used for firmly committed or forecasted transactions. These transactions allow Armstrong to further
reduce its overall exposure to exchange rate movements, since the gains and losses on these contracts offset losses
and gains on the transactions being hedged.

Armstrong also used foreign currency forward exchange contracts to hedge exposures created by cross-currency
inter-company loans.

The table below details Armstrong's outstanding currency instruments, all of which have scheduled maturity before
December 31, 2001.

Notional Amount (millions) December 31, 2000 December 31, 1999
Forward Contracts $20.4 $295.6
Purchased Options - 8.3

Fair Value (millions):

Forward Contracts $0.2 $9.4
Purchased Options - 0.2

Commodity Price Sensitivity

Armstrong purchases natural gas for use in the manufacture of ceiling tiles and, as a result, is exposed to movements
in the price of natural gas. Armstrong has a policy of minimizing cost volatility by purchasing natural gas swap
contracts. The table below provides information about Armstrong's natural gas swap contracts that are sensitive to
changes in commodity prices. Notional amounts are in millions of Btu's (MMBtu) and weighted average contract prices.

On balance sheet commodity reiated derivatives 2000 2001 Total
As of December 31, 2000
Swap contracts (long):
Contract amounts (MMBtu) - - -
Weighted average price ($/MMBtu) - - -

As of December 31, 1999

Swap contracts (long):
Contract amounts (MMBtu) 950,000 - 950,000
Weighted average price ($/MMBtu) $2.43 - $2.43
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

ARMSTRONG HOLDINGS, INC. AND SUBSIDIARIES

The following consolidated financial statements are filed as part of this Annual Report on Form 10-K:
Consolidated Financial Statements

Consolidated Balance Sheets as of December 31, 2000 and 1999

Consolidated Statements of Earnings for the Years Ended December 31, 2000, 1999, and 1998
Consolidated Statements of Cash Flows for the Years Ended December 31, 2000, 1999, and 1998
Consolidated Statements of Shareholders' Equity for the Years Ended December 31, 2000, 1999, and 1998
Notes to Consolidated Financial Statements

Schedule ll - Valuation and Qualifying Reserves

ARMSTRONG WORLD INDUSTRIES, INC. AND SUBSIDIARIES

The following consolidated financial statements are filed as part of this Annual Report on Form 10-K:
Consolidated Financial Statements

Consolidated Balance Sheets as of December 31, 2000 and 1999

Consolidated Statements of Earnings for the Years Ended December 31, 2000, 1999, and 1998
Consolidated Statements of Cash Flows for the Years Ended December 31, 2000, 1999, and 1998
Consolidated Statements of Shareholder’s Equity for the Years Ended December 31, 2000, 1999, and 1998
Notes to Consolidated Financial Statements

Schedule 1l - Valuation and Qualifying Reserves
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QUARTERLY FINANCIAL INFORMATION (UNAUDITED)
ARMSTRONG HOLDINGS, INC.

million

2000

1999

t for per shar

Net sales

Gross profit

Net earnings (loss)

Per share of common stock:

Basic: Net earnings (loss)

Diluted: Net earnings (loss)
Dividends per share of common stock
Price range of common stock—high
Price range of common stock—low

Net sales

Gross profit

Net earnings (loss)

Per share of common stock:

Basic: Net earnings (loss)

Diluted: Net eamings (loss)
Dividends per share of common stock
Price range of common stock—-high
Price range of common stock—low

Eirst

$ 7419
214.4
30.7

0.77
0.76
0.48
36.81
16.06

$ 7324
230.9
48.3

1.21
1.20
0.48
64.31
44.63

Second

$ 799.6
235.5
7.5

0.19
0.19
0.48
20.50
15.30

$ 7923
260.2
72.8

1.83
1.81
0.48
59.69
45.00

Third

$ 803.2
219.4
74.3

1.84
1.83
0.48
17.38
11.81

$ 800.7
266.2
717

1.80
1.78
0.48
60.88
4413

Eourth

$ 659.1
136.8
(100.3)

(2.48)
(2.48)
12.19

0.75

$ 722.8
210.1
(178.5)

(4.46)
(4.46)

0.48
4513
29.00

Total yvear

$ 3,003.8
806.1
12.2

0.30
0.30
1.44
36.81
0.75

$ 3,048.2
967.4
14.3

0.36
0.36
1.92
64.31
29.00

Quarterly financial information for Armstrong is identical to the AHI information above except for net earnings (loss)
which is detailed as foliows. Per share information is not applicable to AWI since it does not have any publicly-traded

stock.

(millions)
2000 Net earnings

Eirst
$30.7

Second

71

Third
$74.3

Fourth
($100.3)

Total year
$11.8

Note: The net sales and gross profit amounts reported above are reported on a continuing operations basis. These
amounts differ from those previously reported on Form 10-Q due to the discontinued operations of the Insulation
Products segment and Textiles and Sports Flooring segment. Net sales are also impacted from the implementation of
EITF Issue Nos. 00-010 and 00-014 (see Note 2). The sum of the quarterly eamings per share data does not equal

the total year amounts due to changes in the average shares outstanding and, for diluted data, the exclusion of the
antidilutive effect in certain quarters.

F

r

Net sales of $659.1 million decreased from sales of $722.8 million in the fourth quarter of 1999. Wood products sales
increased 1.7%. Floor coverings sales decreased 26.0% with sales in the Americas and Europe both down similar
percentages. Americas sales declined due to a slow down in retail sales and significant inventory reductions within the
wholesale and retail channels while European sales declined due to translation losses associated with weaker

European currencies and lower pricing driven by excess industry capacity. Building products sales increased 8.7% due
to the additional Gema sales.
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Aloss from continuing operations of $86.7 million in the fourth quarter of 2000 compared to a loss from continuing
operations of $185.9 million in the fourth quarter of 1999. An additional 2000 pretax charge of $2.3 million primarily
related to severance and enhanced retirement benefits for 15 corporate and line-of-business staff positions (all
salaried positions) as a result of streamlining the organization to reflect staffing needs for current business conditions.
The 2000 loss also reflects $3.8 million of iower ESOP compensation expense compared to 1999. A net pretax charge
of $335.4 million was recorded in the fourth quarter of 1999 to increase the estimated liability net of the corresponding
insurance asset for asbestos-related claims. In 1999, $1.4 million of the 1998 pretax reorganization charge was
reversed, related to severance accruals that were no longer necessary.

For the fourth quarter, the cost of goods sold was 79.2% of sales compared to 70.9% in 1999. Excluding a $5.4 million
charge to cost of goods sold in 2000 for write-downs of production-line assets related to the reorganization efforts that
were not categorized as restructuring costs, the fourth quarter cost of goods sold was 78.4%. These write-downs of
production-line assets primarily related to changes in production facilities and product offerings.

The fourth quarter of 2000 included $103.3 million in reorganization costs related to the Chapter 11 filing. See ltem 1
for details of the reorganization costs.

Other income in 1999 includes a $1.5 million reduction of the gain on the second quarter sale of AlSl and a $0.7
million reduction of the loss on the third quarter 1999 sale of Textile Products. Other income in 1999 also reflects
proceeds from the settlement of various legal actions totaling $3.0 million, net of other items.

Armstrong's effective tax rate benefit in the fourth quarter of 2000 was 30.2% compared to an effective tax rate benefit
of 35.2% in the fourth quarter of 1999.

A net loss of $100.3 million or $2.48 per share compared to a net loss of $178.5 million or $4.46 per share in the fourth
quarter of 1999.
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Armstrong Holdings, Inc., and Subsidiaries
Consolidated Statements of Earnings
(in millions, except per share amounts)

Years Ended December 31
2000 1999 1908

Net sales $3,003.8 $3,048.2 $2,496.1
Cost of goods sold 2,197.7 2,0808 1,718.3
Gross profit 806.1 967.4 777.8
Selling, general and administrative expenses 546.3 556.2 443.0
Charge for asbestos liability, net 236.0 3354 274.2
Restructuring and reorganization charges (reversals) 18.0 (1.4) 744
Goodwill amortization 23.9 25.5 10.7
Equity (eamings) from affiliates, net (18.0) (16.8) (13.8)
Operating income (loss) (0.1) 68.5 (10.7)
Interest expense (unrecorded contractual interest of $6.0 million in 2000) 101.6 104.0 61.4
Other (income), net (74.6) (6.7) (1.7)
Loss from continuing operations before Chapter 11 reorganization costs
and income tax benefit (27.1) (28.8) (70.4)

Chapter 11 reorganization costs, net 103.3 - -
Loss from continuing operations before income tax benefit (130.4) (28.8) (70.4)
income tax benefit (41.4) 4.8) (24.9)
Loss from continuing operations (889.0) ($24.0) ($45.5)
income from discontinued operations, net of tax of $7.6, $19.7 and $13.6, respectively 5.9 383 36.2
Net gain on sale of discontinued operations, net of tax of $28.4 95.3 - -
Eamings from discontinued operations 101.2 38.3 36.2
Net eamings (loss) $12.2 $143 {89.3)
Loss per share of common stock, continuing operations:

Basic $ (221) $ (0.60) $ (1.14)

Diluted $ (221) $ (060) $ (1.14)
Eamings per share of common stock, discontinued operations:

Basic $ 015 $ 096 $ 091

Diluted $ 015 $§ 096 $ 091
Eamings per share of common stock, gain on sale of discontinued operations:

Basic $ 237 § - $ -

Diluted $ 237 §$ - $ -
Net eamings (loss) per share of common stock:

Basic $ 030 $§ 036 $ (0.23)

Diluted $ 030 $§ 036 $ (0.23)
Average number of common shares outstanding:

Basic 40.2 39.9 39.8

Diluted 40.5 40.2 404

See accompanying notes to consolidated financial statements beginning on page 42.
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Armstrong Holdings, Inc., and Subsidiaries

Consolidated Balance Shesets
(amounts in millions)
Assets
Current assets: :
Cash and cash equivalents
Accounts and notes receivable, net
Inventories, net
Deferred income taxes
Net assets of discontinued operations
Other current assets
Total current assets

Property, plant and equipment, less accumulated depreciation and
amortization of $1,006.4 and $1,035.3 million, respectively

Insurance receivable for asbestos-related liabilities, noncurrent
Investment in affiliates

Goodwill, net

Other intangibles, net

Deferred income tax assets, noncurrent

Other noncurrent assets

Total assets

Liabilit | Shareholders’ Equit
Current liabilities:
Short-term debt
Current installments of long-term debt
Accounts payable and accrued expenses
Income taxes

Total current liabilities

Liabilities subject to compromise

Long-term debt, less current instaliments

Employee Stock Ownership Plan (ESOP) loan guarantee
Postretirement and postemployment benefit liabilities
Pension benefit liabilities

Asbestos-related long-term liabilities, noncurrent

Other long-term liabilities

Deferred income taxes

Minority interest in subsidiaries

Total noncurrent liabilities

Shareholders’ equity:
Common stock, $1 par value per share
Authorized 200 million shares; issued 51,878,910 shares
Capital in excess of par value
Reduction for ESOP loan guarantee
Retained eamings
Accumulated other comprehensive loss
Less common stock in treasury, at cost
2000 - 11,034,325 shares; 1999 - 11,628,705 shares

Totat shareholders’ equity

Total liabilities and shareholders’ equity

As of December 31,

2000 1999
$156.5 $17.2
316.5 352.2
340.2 352.4
9.8 40.4
48.6 184.7
72.4 74.7
9440 1,021.6
1,253.5 1,292.0
236.1 270.0
37.3 34.2
846.0 898.4
91.9 90.8
22.5 -
4433 374.4
$3,8746 $3,981.4
$16.6 $65.9
8.1 36.1
238.0 591.5
28.5 -
291.2 693.5
2,385.2 -
56.8  1,389.1
- 155.3
243.6 242.4
154.7 168.3
- 506.5
71.1 91.5
- 438
6.9 11.8
29183 2.608.7
51.9 51.9
162.2 176.4
(142.2)  (190.3)
1,451.5 1,196.2
(45.2) (16.5)
(513.1)  (538.5)
665.1 679.2

$3,874.6 $3,9814

See accompanying notes to consolidated financial statements beginning on page 42.
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Armstrong Holdings, inc., and Subsidiaries
Consolidated Statements of Shareholders' Equity
(amounts in millions)

Common stock, $1 par value:
Balance at beginning and end of year
Capital i f i
Balance at beginning of year

Stock issuances and other
Contribution of treasury stock to ESOP

Baiance at end of year

Reduction for ESOP loan guarantee:
Balance at beginning of year

Principal paid

Loans to ESOP

Interest on loans to ESOP
Contribution of treasury stock to ESOP
Impairment of loans to ESOP

Accrued compensation

Balance at end of year

Retained L
Balance at beginning of year
Net earnings (loss) for year

Tax benefit on dividends paid on unallocated ESOP common shares
Total

Less common stock dividends {per share)
$1.44 in 2000; $1.92 in 1999; $1.88 in 1998
Balance at end of year

Balance at beginning of year
Foreign currency translation adjustments and
hedging activities
Unrealized loss on available for sale securities
Minimum pension liability adjustments
Total other comprehensive income (loss)
Balance at end of year

Comprehensive income (loss)

Less treasury stock at cost.

Balance at beginning of year

Stock purchases

Stock issuance activity, net
Contribution of treasury stock to ESOP

Balance at end of year

Total shareholders’ equity

2000 1999
$ 519 $__ 519
$ 1764 $ 173.0

(8.9) 34
(5.3 -
$ 1622 $ 1764
$ (190.3) $ (199.1)
13.2 23.3
(7.3) (12.8)
(1.1) (1.3)
(4.1) (5.8)
43.3 -
41 54
$ (142.2) $ (180.3)
$1,196.2 $1,257.0
122 $ 122 143 §$ 143
1.2 18
$1,209.6 $ 1,273.1
§8.1 6.9
$1.151.5 $1.1962
$ (16.5) $ (254
(17.2) (3.4)
(2.0) -
9.5) 123
(81) (28.7) 8.9 8.9
$ _(452) $ (16.5)
$06.5 $.232
$ 5385 $ 5477
1.6 1.3
(17.6) (2.6)
(9.4) (7.9)
$§ 5131 $ 5385
$.6651 $ 6792

See accompanying notes to consolidated financial statements beginning on page 42.
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Armstrong Holdings, Inc., and Subsidiaries
Consolidated Statements of Cash Flows
(amounts in millions) _
Years Ended December 31,

: 2000 1999 1998
Cash flows from operating activities:

Net eamings (loss) $12.2 $14.3 ($9.3)
Adjustments to reconcile net earnings (loss) to net cash
provided by operating activities:

Depreciation and amortization, continuing operations 160.9 154.9 129.6
Depreciation and amortization, discontinued operations 7.6 14.3 13.1
Gain on sale of businesses, net (183.9) (1.0) -
Gain on sale of investments in affiliates - - (12.8)
Deferred income taxes (35.7) (38.3) (27.9)
Equity eamings from affiliates, net (18.0) (16.8) (13.8)
Chapter 11 reorganization costs, net 103.3 - -
Chapter 11 reorganization costs paid (2.6) - -
Restructuring and reorganization charges (reversals) 18.0 (1.4) 744
Restructuring and reorganization payments (7.9) (16.9) (11.2)
Charge for asbestos liability, net 236.0 335.4 2742
Payments for asbestos-related claims, net of recoveries (189.2) (114.4) (74.4)
Decrease in net assets of discontinued operations 427 25.7 54

Changes in operating assets and liabilities net of effects of
reorganizations, restructuring, acquisitions and dispositions

(Increase)/decrease in receivables 38.5 (26.9) 7.3
(Increase)/decrease in inventories 18.8 (22.0) 439
(Increase)/decrease in other current assets (10.6) 244 {30.1)
Increase in other noncurrent assets (41.6) (52.0) (108.5)
Increase/(decrease) in accounts payable and accrued expenses (119.6) 92.9 (23.2)
Increase/(decrease) in income taxes payable 275 (15.8) (6.5)
Increase/(decrease) in other long-term liabilities (23.8) 8.7 234
Other, net 192 (22.0) {10.3)
Net cash provided by operating activities 418 3381 2433
Cash flows from investing activities:
Purchases of property, plant and equipment, continuing operations (136.0) (166.5) (148.3)
Purchases of property, plant and equipment, discontinued operations (14.1) (17.1) (11.4)
Investment in computer software (12.0) (11.6) (24.8)
Acquisitions, net of cash acquired (6.5) (3.8) (1,175.7)
Investments in affiliates - - 147.6
Distributions from equity affiliates 127 40.8 11.4
Proceeds from the sale of businesses 329.9 88.3 -
Proceeds from the sale of assets 53 79 27
Net cash provided by (used for) investing activities 1793 (62.0) (1,198.3)
Cash flows from financing activities:
Increasel/(decrease) in short-term debt, net (4.5) (69.7) 24.2
Issuance of long-term debt 3.4 200.0 1,293.9
Payments of long-term debt (23.0) (3324) (278.6)
Cash dividends paid (58.1) (76.9) (75.3)
Purchase of common stock for the treasury, net (1.8) (1.3) (31.8)
Proceeds from exercised stock options 0.1 1.2 79
Other, net 56 2.8) 2.0)
Net cash provided by (used for) financing activities (Z81) (281.9) 937.3
Effect of exchange rate changes on cash and cash equivalents (3.0) {2.9) 0.5
Net increase (decrease) in cash and cash equivalents $139.3 ($8.7) ($17.2)
Cash and cash equivalents at beginning of year $172 $259 $4341
Cash and cash equivalents at end of year $1565 $17.2 $25.9

See accompanying notes to consolidated financial statements beginning on page 42.
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NOTE 1. BUSINESS AND CHAPTER 11 REORGANIZATION

Armstrong World Industries, Inc. (“AWI") is a Pennsylvania corporation incorporated in 1891, which together with its
subsidiaries is referred to here as “Armstrong”. Through its U.S. operations and U.S. and international subsidiaries,
Armstrong designs, manufactures and selis interior finishings, most notably floor coverings and ceiling systems,
around the world. Armstrong products are sold primarily for use in the finishing, refurbishing and repair of residential,
commercial and institutional buildings. Armstrong also designs, manufactures and sells kitchen and bathroom
cabinets.

Armstrong Holdings, Inc. (which together with its subsidiaries is referred to here as “AHI") is the publicly-held parent
holding company of Armstrong. Armstrong Holdings, Inc. became the parent company of Armstrong on May 1, 2000,
following AWI shareholder approval of a plan of exchange under which each share of AWI was automatically
exchanged for one share of Armstrong Holdings, Inc.. Armstrong Holdings, Inc. was formed for purposes of the share
exchange and holds no other significant assets or operations apart from AWI and AWl’s subsidiaries. Stock
certificates that formerly represented shares of AWI were automatically converted into certificates representing the
same number of shares of Armstrong Hoidings, Inc. The publicly-held debt of AWI was not affected in the transaction.

On December 6, 2000, AWI, the major operating subsidiary of AHlI, filed a voluntary petition for relief (“the Filing”)
under Chapter 11 of the U.S. Bankruptcy Code (“the Bankruptcy Code”) in the United States Bankruptcy Court for the
District of Delaware (the “Court”) in order to use the court-supervised reorganization process to achieve a resolution of
its asbestos liability. Also filing under Chapter 11 were two of Armstrong’s wholly-owned subsidiaries, Nitram
Liquidators, Inc. and Desseaux Corporation of North America, inc. The Chapter 11 cases are being jointly
administered under case numbers 00-4469, 004470, and 00-4471 (the “Chapter 11 Cases”).

AHI, and Armstrong’s other subsidiaries, including Triangle Pacific Corp., WAVE (Armstrong's ceiling grid systems joint
venture with Worthington Industries), Armstrong Canada, Armstrong DLW AG and its other non-U.S. operating
subsidiaries were not a part of the Filing.

Like other companies involved in asbestos litigation, AWI has tried a number of different approaches to managing its
asbestos liability, including negotiating broad-based settlements of claims and supporting efforts to find a legislative
resolution. The number of new claims filed and the cost to settle claims, however, continued to escalate. In addition,
liquidity concerns increased when Owens Corning Fiberglass filed for Chapter 11 protection on October 5, 2000. This
hurt AWI's ability to obtain ongoing financing on acceptable terms. These were the principal factors which led to the
decision to make the Filing.

AWI is operating its business and managing its properties as a debtor-in-possession subject to the provisions of the
Bankruptcy Code. Pursuant to the provisions of the Bankruptcy Code, AWI is not permitted to pay any claims or
obligations which arose prior to the Filing date (prepetition claims) unless specifically authorized by the Court.
Similarly, claimants may not enforce any claims against AWI that arose prior to the date of the Filing. In addition, as a
debtor-in-possession, AWI has the right, subject to the Court's approval, to assume or reject any executory contracts
and unexpired leases in existence at the date of the Filing. Parties having claims as a result of any such rejection may
file claims with the Court which will be dealt with as part of the Chapter 11 Cases.

Two creditors' committees, one representing asbestos claimants and the other representing other unsecured creditors,
have been appointed in the Chapter 11 Cases. In accordance with the provisions of the Bankruptcy Code they have
the right to be heard on matters that come before the Court in the Chapter 11 Cases.

It is AWI's intention to address all of its prepetition claims, including all asbestos-related claims, in a plan of
reorganization in its Chapter 11 Case. At this juncture, it is impossible to predict with any degree of certainty how such
a plan will treat such claims and the impact AWI's Chapter 11 Case and any reorganization plan will have on the
shares of common stock of AW, all of which are held by AHI and along with AWi's operating subsidiaries are the only
material asset of AHI. Generally, under the provisions of the Bankruptcy Code, holders of equity interests may not
participate under a plan of reorganization unless the claims of creditors are satisfied in full under the plan or uniess
creditors accept a reorganization plan which permits holders of equity interests to participate. The formulation and
implementation of a plan of reorganization in the Chapter 11 Cases could take a significant period of time.

The Court has approved a $300 million debtor-in-possession credit facility provided by a bank group led by The Chase
Manhattan Bank (the "DIP Facility"). AWI believes that the DIP Facility, together with cash generated from operations,
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will be more than adequate to address its liquidity needs. As of February 28, 2001, AWI had $96.3 million of cash and
cash equivalents in addition to cash held by its non-debtor subsidiaries. Borrowings under the DIP facility, if any, will
constitute superpriority administrative expense claims in the Chapter 11 Cases.

Accounting Impact :
AICPA Statement of Position 90-7, "Financial Reporting by Entities in Reorganization under the Bankruptcy Code”

("SOP 90-7") provides financial reporting guidance for entities that are reorganizing under the Bankruptcy Code.
Armstrong has implemented this guidance in the accompanying financial statements.

Pursuant to SOP 90-7, AWI is required to segregate prepetition liabilities that are subject to compromise and report
them separately on the balance sheet. See Note 4 for detail of the liabilities subject to compromise at December 31,
2000. Liabilities that may be affected by a plan of reorganization are recorded at the amount of the expected allowed
claims, even if they may be settled for lesser amounts. Substantially all of AWI's prepetition debt, now in default, is
recorded at face value and is classified within liabilities subject to compromise. Obligations of Armstrong subsidiaries
not covered by the Filing remain classified on the consolidated balance sheet based upon maturity date. AWl's
asbestos liability is also recorded in liabilities subject to compromise. See Note 29 for further discussion of AWI's
asbestos liability.

Additional prepetition ciaims (liabilities subject to compromise) may arise due to the rejection of executory contracts or
unexpired leases, or as a result of the allowance of contingent or disputed claims.

SOP 90-7 also requires separate reporting of all revenues, expenses, realized gains and losses, and provision for
losses related to the Filing as Chapter 11 reorganization items. Accordingly, AWI recorded a total of $103.3 million as
Reorganization Costs in December 2000, consisting of:

($ millions)
Adjustment of net debt and debt issue costs to expected amount of allowed claim $42.0
ESOP related expenses 58.8
Professional fees 26
Interest income, post petition (0.3)
Other expenses directly related to bankruptcy, net 0.2
Total Chapter 11 reorganization costs $103.3

To record prepetition debt at the face value or the amount of the expected allowed claims, AWI adjusted the amount of
net debt and debt issue costs and recorded a pre-tax expense of $42.0 million.

ESOP related costs include a $43.3 million impairment charge related to amounts borrowed by the ESOP from
Armstrong, the trustee of the ESOP. As described more fully in Note 19, Armstrong has not permitted further
employee contributions to the ESOP. Therefore, it is expected that the ESOP will no longer have the ability to repay
Armstrong money it previously borrowed. In addition, a $15.5 million expense was recorded related to interest and tax
penalty guarantees owed to ESOP bondholders caused by the default on the ESOP bonds.

Professional fees represent legal and financial advisory expenses directly related to the Filing.

Interest income in the above table is from short-term investments of cash earned by AWI subsequent to the Filing.

As a result of the Filing, realization of assets and liquidation of liabilities are subject to uncertainty. While operating as
a debtor-in-possession, AWI may sell or otherwise dispose of assets and liquidate or settle liabilities for amounts other

than those reflected in the condensed consolidated financial statements. Further, a plan of reorganization could
materially change the amounts and classifications reported in the consolidated historical financial statements.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates. These financial statements are prepared in accordance with generally accepted accounting
principles and include management estimates and judgments, where appropriate. Actual results may differ from these
estimates.
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Consolidation Policy. The consolidated financial statements and accompanying data in this report include the accounts
of Armstrong Holdings, Inc., and its subsidiaries. All significant intercompany transactions have been eliminated from
the consolidated financial statements. Certain prior year amounts have been reclassified to conform to the current year
presentation.

Revenue Recognition. AHI records revenue from the sale of products and the related accounts receivable as title
transfers, generally on the date of shipment. Provision is made for estimated applicable discounts and losses.

Earnings (loss) per Common Share. Basic earnings (loss) per share are computed by dividing the earnings (loss) by
the weighted average number of shares of common stock outstanding during the year. Diluted earnings (loss) per
common share reflect the potential dilution of securities that could share in eamings (loss). The diluted earnings (loss)
per share computations for some periods use the basic number of shares due to the loss from continuing operations.

Advertising Costs. AHI recognizes advertising expenses as they are incurred.

Shipping and Handling Costs. Prior to 2000, AHI recorded some shipping and handiing costs as a reduction to net
sales. In 2000, AHI applied the provisions of Emerging Issues Task Force (“EITF”) Issue No. 00-010, "Accounting for
Shipping and Handling Fees and Costs”. Consequently, approximately $133.3 million of 2000 shipping and handling
costs have been reclassified from net sales to cost of goods sold. All income statements presented have been
restated to comply with this pronouncement by increasing net sales and cost of goods sold as follows: 1999 - $125.9
million and 1998 - $104.2 million. This change had no effect on gross margins or retained earnings as of any date.

Sales Incentives. Prior to 2000, AHI had been classifying most sales incentives as a reduction of sales but was
recording certain sales incentives as Selling General and Administrative (‘SG&A”) expenses. In accordance with EITF
Issue No. 00-014, “Accounting for Certain Sales Incentives”, AHI reclassified sales incentives from SG&A expense to
net sales (reducing both) as follows: 2000 - $1.3 million; 1999 - $1.2 million; and 1998 - $1.1 million.

Pension and Postretirement Benefits. AHI has plans that provide for pension, medical and life insurance benefits to
certain eligible employees when they retire from active service. Generally, AHI's practice is to fund the actuarially
determined current service costs and the amounts necessary to amortize prior service obligations over periods ranging
up to 30 years, but not in excess of the funding limitations.

Taxes. Deferred tax assets and liabilities are recognized using enacted tax rates for expected future tax consequences
of events recognized in the financial statements or tax returns. The tax benefit for dividends paid on unallocated
shares of stock held by the ESOP is recognized in shareholders’ equity.

Gains and Losses on Divestitures. AHI records the gain or loss on divested businesses in other income.

Cash and Cash Equivalents. Short-term investments that have maturities of three months or less when purchased are
considered to be cash equivalents.

Inventories. Inventories are valued at the lower of cost or market. Inventories also include certain floor coverings
samples.

Long-Lived Assets. Property, plant and equipment values are stated at acquisition cost less accumulated depreciation
and amortization. Depreciation charges for financial reporting purposes are determined on the straight-line basis at
rates calculated to provide for the retirement of assets at the end of their useful lives, generally as follows: buildings,
20 to 40 years; machinery and equipment, 3 to 20 years. Impairment losses are recorded when indicators of
impairment are present and the undiscounted cash flows estimated to be generated by those assets are less than the
assets’ carrying amount. When assets are disposed of or retired, their costs and related depreciation are removed from
the financial statements and any resulting gains or losses normally are reflected in "Selling, general and administrative
expenses.”

Costs of the construction of certain long-lived assets include capitalized interest which is amortized over the estimated
useful life of the related asset. Capitalized interest was $0.4 million in 2000, $4.3 million in 1999 and $5.8 million in
1998.



Goodwill and Other Intangibles. Goodwill and other intangibles are amortized on a straight-line basis over periods from
3 to 40 years. On a periodic basis, AH! estimates the future undiscounted cash flows of the businesses to which
goodwill relates in order to ensure that the carrying value of goodwill and other intangibles has not been impaired.

Foreign Currency Transactions. Gains or losses on foreign-currency transactions are recognized through the
statement of earnings. Amounts payable or receivable denominated in foreign currencies are revalued at the
exchange rate prevailing at year-end.

Financial Instruments and Derivatives. AHI uses derivatives and other financial instruments to diversify or offset the
effect of currency, interest rate and commodity price variability.

AHI may enter into foreign currency forward contracts to offset the effect of exchange rate changes on cash flow
exposures denominated in foreign currencies. Such exposures include firm commitments with third parties and
intercompany financial transactions.

Realized gains and losses on contracts are recognized in the consolidated statements of earnings. Unrealized gains
and losses on foreign currency options that are designated as effective hedges as well as option premium expense are
deferred and included in the statements of earnings as part of the underlying transactions. Unrealized gains and losses
on foreign currency contracts used to hedge intercompany transactions having the character of long-term investments
are included in other comprehensive income. -

AHI may enter into interest rate swap agreements to alter the interest rate risk profile of outstanding debt, thus altering
AHI's exposure to changes in interest rates. In these swaps, AHI agrees to exchange, at specified intervals, the
difference between fixed and variable interest amounts calculated by reference to a notional principal amount. Any
differences paid or received on interest rate swap agreements, when terminated, are recognized as adjustments to
interest expense over the term of associated debt.

NOTE 3. NATURE OF OPERATIONS

Industry Segments

For the year ended 2000
Floor Building Wood All Unallocated

(millions) Coverings products products other Corporate Totals
Net sales to external customers $ 1,263.9 $837.2 $902.7 - - $3,003.8
Intersegment sales 4.2 - - - - 42
Equity (eamings) from affiliates - (17.9) - (0.1) - (18.0)
Segment operating income (loss) 78.8 113.9 74.3 0.1 ($ 267.2) (0.1)
Restructuring and reorganization charges,

net of reversals 7.9 0.2 1.7 - 8.2 18.0
Segment assets 981.0 568.5 1,358.6 16.1 950.4 3,874.6
Depreciation and amortization 70.1 32.8 37.0 - 21.0 160.9
Investment in affiliates 1.1 19.9 - 16.3 - 373
Capital additions 52.0 43.6 38.7 - 13.7 148.0
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For the year ended 1999

Floor Building Wood All Unallocated

(millions) coverings  products products other Corporate Totals

Net sales to external customers $1,365.7 $794.5 $836.5 $51.5 - $30482
Intersegment sales 2.7 - - 20.7 - 234
Equity (earnings) loss from affiliates 0.1 (16.1) - (0.8) - (16.8)
Segment operating income (loss) 204.6 120.0 85.0 6.0 ($347.1) 68.5
Restructuring and reorganization reversals (1.1) (0.3) - - - (1.4)
Segment assets 1,286.1 535.1 1,308.0 16.0 836.2 3,981.4
Depreciation and amortization 71.2 34.1 36.1 2.8 10.7 154.9
Investment in affiliates 3.3 14.9 - 16.0 - 34.2
Capital additions 71.9 45.5 41.5 27 16.5 178.1

For the year ended 1998
Floor Building Wood All Unallocated

(millions) coverings  products products other Corporate Totals

Net sales to external customers $ 1,2485 $ 799.0 $351.3 $97.3 — $2,4961
Intersegment sales - - - 39.5 - 39.5
Equity (earnings) loss from affiliates 0.2 (14.2) - 0.2 - (13.8)
Segment operating income (loss) 121.7 106.5 38.6 7.2 ($284.7) (10.7)
Reorganization charges 53.5 10.1 - 1.9 8.9 744
Segment assets 1,146.0 550.1 1,279.0 67.6 1,044 .1 4,086.8
Depreciation and amortization 62.6 39.2 15.3 7.2 5.3 129.6
Investment in affiliates 2.2 39.6 - - - 418
Capital additions 93.5 42.5 124 5.9 186 172.9

Segments were determined based on products and services provided by each segment. Accounting policies of the
segments are the same as those described in the summary of significant accounting policies. Performance of the
segments is evaluated on operating income before income taxes, restructuring charges, unusual gains and losses, and
interest expense. AHI accounts for inter-segment sales and transfers based upon its intemnal transfer pricing policy.

The floor coverings segment includes resilient flooring, adhesives, installation and maintenance materials and
accessories sold to commercial and residential customers through wholesalers, retailers and contractors. To reduce
interchannel conflict, distinctive resilient flooring products have been introduced to allow exclusive product offerings by
our customers. Raw materials, especially plasticizers and resins, are a significant cost of resilient flooring products.
AHI has no influence on the worldwide market prices of these materials and thus is subject to cost changes.

The building products segment includes commercial and residential ceiling systems. Grid products, manufactured
through AHI's WAVE joint venture with Worthington Industries, have become an important part of this business
worldwide. Earnings from this joint venture are included in this segment's operating income and in "Equity Eamings
from Affiliates” (see Note 9). The major sales activity in this segment is commercial ceiling systems sold to resale
distributors and contractors worldwide, with European sales having a significant impact. Ceiling systems for the
residential home segment are sold through wholesalers and retailers, mainly in the United States. Through a joint
venture with a Chinese partner, a plant in Shanghai manufactures ceilings for the Pacific area. During 2000, AH!
acquired privately-held Switzerland-based Gema Holding AG (“Gema”), a manufacturer and installer of metal ceilings.
See Note 5 for further discussion.

The wood products segment is composed of Triangle Pacific Corp., a wholly owned subsidiary, a manufacturer of
consumer wood products including hardwood flooring and cabinets. Products in this segment are used primarily in
residential new construction and remodeling and commercial applications such as retail stores and restaurants.
Approximately 35% of sales are from new construction which is more cyclical than remodeling activity. Triangle Pacific
manufactures hardwood flooring under the brand names of Bruce, Hartco and Robbins while cabinets are
manufactured under the brand names of Bruce and IXL.

During most of 1999, "all other” included business units making a variety of speciaity products for the building,
automotive, textile and other industries worldwide. Gasket materials were sold for new and replacement use in
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automotive, construction and farm equipment, appliance, small engine and compressor industries. On June 30, 1999,
Armstrong sold 65% of the gaskets business. Since the divestiture, AHI has accounted for the gaskets business under
the equity method within the "all other" segment. Textile mill supplies, including cots and aprons, were sold to
equipment manufacturers and textile mills. On September 30, 1999, Armstrong sold the textiles business. From 1997
to 1998, Armstrong owned an equity interest in Dal-Tile International Inc. ("Dal-Tile"), whose ceramic tile products are
sold through home centers, Dal-Tile sales service centers and independent distributors. In 1998, Armstrong sold its
interest in Dal-Tile.

During 2000, AHI recognized revenue of approximately $373.2 million from The Home Depot, Inc., from sales in the
floor coverings, building products and wood products segments compared to approximately $344.8 million and $296.0
million in 1999 and 1998, respectively. No other customer represented more than 10% of AHI's revenue.

The sales in the table below are allocated to geographic areas based upon the location of the customer.

Geographic Areas

Net trade sales (millions) 2000 1999 1998
Americas:
United States $2,276.5 $22964 $1,8428
Canada - 129.1 123.0 100.4
Other Americas 26.5 27.2 18.5
Total Americas $2432.1 $24466 $1961.7
Europe:
England $103.3 $107.2 $60.8
Germany 101.8 143.6 80.1
France 50.4 544 62.9
ltaly 274 26.2 27.3
Russia 22.5 12.0 229
Other Europe 158.1 146.5 163.1
Total Europe $463.5 $489.9 $417.1
Pacific area:
China $26.9 $242 $255
Australia 244 27.2 292
Other Pacific area 56.9 60.3 62.6
Total Pacific area $108.2 $111.7 $117.3
Total net trade sales $ 3.003.8 $3048.2 $2496.1
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Long-lived assets (property. Dl_ant and equipment) at December

31 (millions) 2000 1999
Americas:
United States $960.8 $955.7
Canada 14.2 16.1
Other Americas 0.1 0.1
Total Americas $ 9751 971.9
Europe:
Germany $174.5 $196.5
England 38.8 475
Netheriands 10.1 12.0
France 1.9 13.8
Sweden 9.4 15.2
Other Europe 17 0.2
Total Europe 246.4 $285.2
Pacific area: :
China $26.2 $27.9
Other Pacific area 5.8 7.0
Total Pacific area $320 34.9
Total long-lived assets $1253.5 $12920

NOTE 4. LIABILITIES SUBJECT TO COMPROMISE

As a result of AWI's Chapter 11 filing (see Note 1), pursuant to SOP 90-7, AWI is required to segregate prepetition
liabilities that are subject to compromise and report them separately on the balance sheet. Liabilities that may be
affected by a plan of reorganization are recorded at the amount of the expected allowed claims, even if they may be
settled for lesser amounts. Substantially all of AWI's prepetition debt, now in default, is recorded at face value and is
classified within liabilities subject to compromise. Obligations of AHI subsidiaries not covered by the Filing remain
classified on the consolidated balance sheet based upon maturity date. AWI's asbestos liability is also recorded in
liabilities subject to compromise. See Note 29 for further discussion of AWI's asbestos liability.

Liabilities subject to compromise at December 31, 2000 are as follows:

(miilions) 2000

Debt (at face value) $ 1,400.4
Asbestos-related liability 690.6
Pre-petition trade payables 60.1
Pre-petition other payables and accrued interest 76.4
ESOP loan guarantee 157.7
Total liabilities subject to compromise $2385.2

Additional prepetition claims (liabilities subject to compromise) may arise due to the rejection of executory contracts or
unexpired leases, or as a result of the allowance of contingent or disputed claims.

See Note 15 for detail of debt subject to compromise.

NOTE 5. ACQUISITIONS

On May 18, 2000, AH! acquired privately-held Switzerland-based Gema Holding AG (“Gema”), a manufacturer and
installer of metal ceilings, for $6 million pius certain contingent consideration not to exceed $25.5 million based on
results over the three year period ending December 31, 2002. Gema, with annual sales of nearly $50 million, has two
manufacturing sites located in Austria and Switzerland and employs nearly 300 people. The acquisition has been
recorded under the purchase method of accounting. The purchase price has been allocated to the assets acquired
and the liabilities assumed based on the estimated fair market value at the date of acquisition. Contingent
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consideration, when and if paid, will be accounted for as additional purchase price. The fair market value of tangible
and identifiable intangible assets acquired exceeded the purchase price by $24.2 million and this amount has been
recorded as a reduction of the fair value of property, plant and equipment.

On July 22, 1998, Armstrong completed its acquisition of Triangle Pacific Corp. ("Triangle Pacific"), a Delaware
corporation. Triangle Pacific is a U.S. manufacturer of hardwood flooring and other flooring and related products and a
manufacturer of kitchen and bathroom cabinets. The acquisition, recorded under the purchase method of accounting,
resulted in a total purchase price of $911.5 million. The purchase price was allocated to tangible and identifiable
intangible assets acquired and liabilities assumed based on estimated fair market value at the date of acquisition. The
balance of $792.8 million was recorded as goodwill and is being amortized over forty years on a straight-line basis.
During 1999, purchase price adjustments increased goodwill by $5.3 million. During 2000, adjustments primarily
related to pre-acquisition liabilities and property, plant and equipment vaiues reduced goodwill by $1.4 million.

Effective August 31, 1998, Armstrong acquired approximately 93% of the total share capital of DLW Aktiengesellschaft
("DLW"), a corporation organized under the laws of the Federal Republic of Germany. DLW is a flooring manufacturer
in Germany. The acquisition, recorded under the purchase method of accounting, resulted in a total purchase price of
$289.9 million. During 1999, Armstrong increased its ownership percentage in DLW to approximately 96%. The
purchase price was allocated to net tangible and identifiable intangible assets acquired based on the estimated fair
market value at the date of acquisition. The balance of $117.2 million was recorded as goodwill and is being
amortized over forty years on a straight-line basis. During 1999, purchase price adjustments increased goodwill by
$5.2 million. During 2000, adjustments primarily related to pre-acquisition tax contingencies reduced goodwill by $8.9
million. In the initial purchase price allocation, $49.6 million was allocated to the estimable net realizable value of
DLW's furniture business and a carpet manufacturing business in the Netheriands, which Armstrong identified as
businesses held for sale. In May 1999, Armstrong sold the DLW furniture business for $38.1 million. The remaining
business held for sale, a Dutch carpet manufacturing company, was sold during December 2000.

The operating results of these acquired businesses have been included in the consolidated statements of earnings
from the dates of acquisition. Triangle Pacific's fiscal year ends on the Saturday closest to December 31, which was
December 30, 2000, January 1, 2000 and January 2, 1999. No events occurred between December 31 and these
dates at Triangle Pacific materiaily affecting AHI's financial position or results of operations.

The table below reflects unaudited pro forma combined results of AHI, Triangle Pacific and DLW as if the acquisitions
had taken place at the beginning of fiscal 1998:

(millions, except per share data) 1998

Net sales $2,8749
Net earnings (14.2)
Net earnings per share (0.36)

In management's opinion, these unaudited pro forma amounts are not necessarily indicative of what the actual
combined results of operations might have been if the acquisitions had been effective at the beginning of fiscal 1998.

NOTE 6. DISCONTINUED OPERATIONS

On May 31, 2000, AHI completed its sale of all of the entities, assets and certain liabilities comprising its Insulation
Products segment to Orion Einundvierzigste Beteiligungsgesellschaft Mbh, a subsidiary of the Dutch investment firm
Gilde Investment Management N.V. for $264 million. The transaction resulted in an after tax gain of $114.8 million, or
$2.84 per share.

In February 2001, AHI determined to permanently exit the Textiles and Sports Flooring segment and on February 20,
2001, entered into negotiations to sell substantially all of the businesses comprising this segment to a private equity
investor based in Europe. The proposed sale, while subject to certain approvals, including that of the Court, is
expected to close in June 2001. Accordingly, this segment has been classified as a discontinued operation in the
accompanying consolidated financial statements. Prior year balances and results have been reclassified to reflect the
net assets and results of discontinued operations. Based on the expected net realizable value of the business, AHI
recorded a pretax net loss of $30.3 million in the fourth quarter of 2000, $19.5 million net of tax benefit.
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The following comprises the net assets of discontinued operations as of December 31, 2000 and 1999.

2000 1998
Cash $ 26 $18.4
Accounts receivable, net 52.5 83.8
Inventories, net 59.7 77.4
Property plant and equipment, net 67.5 147.1
Short-term debt (19.3) (5.0)
Long-term debt (10.5) (23.8)
Accounts payable and accrued expenses (54.0) (79.2)
Pension liabilities (3.3) (36.8)
Other, net (12.1) 28
Adjustment to net realizable value (34.5) -
Net assets of discontinued operations $486 $ 1847

NOTE 7. OTHER DIVESTITURES

On July 31, 2000, AHI completed the sale of its Installation Products Group (“IPG”") to subsidiaries of the German
company Ardex GmbH, for $86 million in cash. Ardex purchased substantially all of the assets and liabilities of IPG
including its shares of the W.W. Henry Company. The transaction resulted in a gain of $44.1 million ($60.2 million
pretax) or $1.09 per share and was recorded in other income. The financial results of IPG were reported as part of the
floor coverings segment. The proceeds and gain are subject to a post-closing working capital adjustment, which AH!
expects to finalize in the first half of 2001. Under the terms of the agreement and a related supply agreement, AH! wiil
purchase some of its installation products needs from Ardex for an initial term of eight years, subject to certain
minimums for the first five years after the sale. The agreement also calis for price adjustments based upon changing
market prices for raw materials, labor and energy costs.

On September 30, 1999, Armstrong completed the sale of its Textile Products Operations to Day international Group,
inc. The sale resuited in a loss of $3.2 million, or $0.08 per share, which was recorded in other income.

On June 30, 1999, Armstrong sold 65% of its ownership in Armstrong Industrial Specialties, Inc. ("AlSI"), its gasket
products subsidiary, to a group of investors including Citicorp Venture Capital Ltd. and the management of AlSI for a
cash purchase price of approximately $36.1 million. The sale resulted in a gain of approximately $6.0 million, or $0.15
per share, which was recorded in other income.

On June 22, 1999, Armstrong sold its interest in the assets of Martin Surfacing, Inc. Armstrong acquired this interest as
part of its acquisition of DLW during the third quarter of 1998. There was no material gain or loss on the transaction.

On May 28, 1999, Armstrong’s subsidiary DLW sold its furniture business for total cash proceeds of $38.1 million.
Armstrong acquired this business as part of the acquisition of DLW in the third quarter of 1998 and had classified the
business as held for sale. There was no gain or loss on the transaction.

NOTE 8. RESTRUCTURING AND OTHER ACTIONS

A $19.4 million pre-tax reorganization charge was recorded in 2000, of which $8.6 million related to severance and
enhanced retirement benefits for more than 180 positions (approximately 66% related to salaried positions) within the
European Flooring business. Reorganization actions include staff reductions due to the elimination of administrative
positions, the consolidation and closing of sales offices in Europe and the closure of the Team Valley, England
commercial tile plant. $2.6 million of the charge related to severance and enhanced retirement benefits for 15
corporate and line-of-business staff positions (all salaried positions) as a result of streamlining the organization to
reflect staffing needs for current business conditions. Of the $2.6 million, $0.1 miillion represented a non-cash charge
for enhanced retirement benefits. The remaining $8.2 million of the charge primarily related to the remaining payments
on a noncancelable operating lease for an office facility in the U.S. The employees who occupied this office facility are
being relocated to the corporate headquarters.

In addition, $1.4 million of the remaining accrual for the 74.4 million 1998 reorganization charge was reversed in both
2000 and 1999, comprising certain severance accruals that were no longer necessary. The amount in “other” below
primarily relates to foreign currency transiation.

50



The following table summarizes activity in the restructuring accruals for 2000 and 1999:

Beginning Cash Ending
{millions) Balance Payments Charges Reversals Other Balance
2000 $12.1 ($7.9) $19.3 ($1.4) {$0.7) $21.4
1999 30.6 (16.9) - (1.4) (0.2) 12.1

Substantially all of the remaining balance of the restructuring accrual as of December 31, 2000 relates to terminated
employees with extended payouts, most of which will be paid during 2001, and two noncancelable operating leases
which extend through 2005 and 2017.

AHlI aiso recorded a $17.6 million charge to cost of goods sold in 2000 for write-downs of inventory and production-line
assets related to the reorganization efforts that were not categorized as restructuring costs. The inventory write-downs
were related to changes in product offerings while the write-downs of production-line assets primarily related to
changes in production facilities and product offerings.

AHI also recorded costs within selling, general and administrative expense of $3.8 million for severance payments to
approximately 100 employees that were not classified as restructuring costs and $2.3 million for fixed asset
impairments related to the decision to vacate certain office space in the U.S.

In 1998, AHI recognized charges of $65.6 million, or $42.6 million after tax, related to severance and enhanced
retirement benefits for more than 650 positions, approximately 75% of which were salaried positions. In addition, AHI
recorded an estimated loss of $9.0 million, or $5.9 million after tax, related to redundant flooring products machinery
disposed of in 1999. Approximately $28.6 million of the charge comprised cash expenditures for severance. The
remainder was a non-cash charge for enhanced retirement benefits.

NOTE 9. EQUITY INVESTMENTS

Investments in affiliates were $37.3 million at December 31, 2000, an increase of $3.1 million, reflecting the equity
earnings of AHI's 50% interest in its WAVE joint venture and its remaining 35% interest in Interface Solutions, inc.
(*ISI"). AHI continues to purchase certain raw materials from ISI| under a long-term supply agreement.

Equity earnings from affiliates for 2000 and 1999 consisted primarily of income from a 50% interest in the WAVE joint
venture and the 35% interest in ISI. Equity earnings from affiliates for 1998 primarily comprised income from a 50%
interest in the WAVE joint venture, AHI's share of a net loss at Dal-Tile and amortization of the excess of AHI's
investment in Dal-Tile over the underlying equity in net assets.

Condensed financial data for significant investments in affiliates accounted for under the equity method of accounting
are summarized below:

(millions) 2000 1999
Current assets $68.3 $66.7
Non-current assets 344 37.8
Current liabilities 18.2 21.8
Non-current liabilities 50.4 57.7
(millions) 2000 1999
Net sales $2125 $202.3
Gross profit 60.3 53.7
Net earnings 36.5 323
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NOTE 10. ACCOUNTS AND NOTES RECEIVABLE

{millions) 2000 1999
Customer receivables : , $ 349.1 $371.8
Customer notes 10.8 8.7
Miscellaneous receivables 1.7 154
Less allowance for discounts and losses (51.1) (43.7)
Net accounts and notes receivable $316.5 $352.2

Generally, AHI sells its products to select, pre-approved customers whose businesses are directly affected by changes
in economic and market conditions. AH! considers these factors and the financial condition of each customer when
establishing its allowance for losses from doubtful accounts.

NOTE 11. INVENTORIES

Approximately 48% of AHI's total inventory in 2000 and 49% in 1999 were valued on a LIFO (last-in, first-out) basis.
Inventory values were lower than would have been reported on a total FIFO (first-in, first-out) basis, by $47.8 million at
the end of 2000 and $45.6 million at year-end 1999.

{millions) 2000 1999
Finished goods $208.9 $2257
Goods in process 39.6 34.3
Raw materials and supplies 143.5 140.3
Less LIFO and other reserves (51.8) (47.9)
Total inventories, net 340.2 $ 3524

NOTE 12. PROPERTY, PLANT AND EQUIPMENT

{millions) 2000 1999
Land $ 843 $ 99.2
Buildings 538.1 539.8
Machinery and equipment 1,569.3 1,601.0
Construction in progress 68.2 87.3
Less accumulated depreciation and amortization (1,006.4) (1,035.3)
Net property, plant and equipment $12535 $12920
NOTE 13. GOODWILL AND OTHER INTANGIBLES

{millions) 2000 1999
Goodwill $ 908.9 $ 950.1
Less accumulated amortization (62.9) (61.7)
Total goodwill, net 846.0 898.4
Other intangibles $121.7 $ 110.0
Less accumulated amortization (29.8) (19.2)
Total other intangibles, net 91.9 90.8

Goodwill decreased by $52.4 million in 2000, reflecting the elimination of goodwill attributable to IPG which was sold
during 2000, tax valuation allowance reduction and other adjustments related to DLW (see Note 5), scheduled
amortization of $23.9 million and foreign currency transiations. Unamortized computer software costs inciuded in other
intangibles were $50.5 million at December 31, 2000, and $48.0 million at December 31, 1999.
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NOTE 14. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

(millions) : 2000 1999

Payables, trade and other $142.3 $254.0
Employment costs : 32.0 63.3
Reorganization and severance payments, current portion (see Note 8) 12.5 12.1
Asbestos-related claims, current portion (see Note 29) - 175.0
Other 51.2 87.1
Total 238.0 $591.5

Certain accounts payable and accrued expenses have been categorized as liabilities subject to compromise (see Note
4).

NOTE 15. DEBT

Average Average
year-end year-end
($ millions) 2000 interest rate 1999 Interest rate
Borrowings under lines of credit $450.0 7.18% - -
DIP Facility 5.0 9.50% - -
Commercial paper ’ 497 6.75% $495.9 6.20%
Foreign banks 11.7 5.58% 20.0 5.57%
Bank loans due 2001-2006 445 5.94% 427 6.26%
9.00% medium-term notes due 2001 7.5 9.00% 256 8.96%
6.35% senior notes due 2003 200.0 6.35% 199.9 6.35%
6.50% senior notes due 2005 150.0 6.50% 149.7 6.50%
9.75% debentures due 2008 125.0 8.75% 125.0 9.75%
7.45% senior notes due 2029 200.0 7.45% 199.8 7.45%
7.45% senior quarterly interest bonds due 2038 180.0 7.45% 180.0 7.45%
Industrial development bonds 29.8 4.97% 29.8 5.27%
Capital lease obligations 7.1 7.25% 11.4 7.25%
Other 216 12.34% 1.3 8.75%
Subtotal 1,481.9 7.27% 1,491.1 6.92%
Less debt subject to compromise 1,400.4 7.35% - -
Less current portion and short-term debt 247 6.69% 102.0 6.61%
Total long-term debt, less current portion $56.8 5.55% $1,389.1 6.94%
Scheduled payments of iong-term debt (millions)
2001 $8.1 2004 $2.6
2002 3.1 2005 1.0

2003 3.1

In accordance with SOP 90-7, AWI stopped recording interest expense on unsecured prepetition debt effective
December 6, 2000.

Debt included in liabilities subject to compromise consisted of the following at December 31, 2000.

($ millions) 2000
Borrowings under lines of credit $450.0
Commercial paper 49.7
9.00% medium-term notes due 2001 7.5
6.35% senior notes due 2003 200.0
6.50% senior notes due 2005 150.0
9.75% debentures due 2008 125.0
7.45% senior notes due 2029 200.0
7.45% senior quarterly interest bonds due 2038 180.0
Industrial development bonds 19.5
Other 18.7

Total debt subject to compromise $1.4004



Borrowings under the DIP Facility, if any, will constitute superpriority administrative expense claims in the Chapter 11
Cases. As of December 31, 2000, AW has borrowed $5.0 million under the DIP Facility. The DIP Facility expires no
later than December 6, 2002 and borrowings are limited to an adjusted amount of receivables, inventories and
property, plant and equipment. Depending on the amount of borrowings, the DIP Facility carries an interest rate range
of either Chase’s Alternate Bank Rate plus 50 basis points to 100 basis points or LIBOR plus 150 basis points to 200
basis points. The DIP Facility also contains several covenants including, among other things, limits on asset sales,
capital expenditures and a required ratio of debt to cash flow. Prior to final Court approval of the DIP Facility, which
was obtained on February 7, 2001, AWI had preliminary available borrowings of $145 million as of December 31,
2000.

On March 16, 1999, AWI filed a shelf registration statement for $1 billion of combined debt and equity securities. On
May 19, 1999, AWI completed an offering under the shelf registration statement of $200 million aggregate principal
amount of 7.45% senior notes due 2029. The net proceeds from this offering were used to repay other indebtedness of
AWIL,

Other debt includes an $18.6 million zero-coupon note due in 2013 that was fully amortized to its face value due to the
Chapter 11 filing.

In addition, AHI's foreign subsidiaries have approximately $38.9 million of unused short-term lines of credit available
from banks. The credit lines are subject to immaterial annual commitment fees.

In order to maintain the ratio of fixed to floating rate debt which management believes is appropriate, AHI maintained
$150 million of interest rate swaps during most of 2000. AHI received fixed rates and paid fioating rates on these
swaps. However, all but one of the interest rate swap agreements was terminated when AHI defaulted on its
commercial paper obligations on November 22, 2000. Details of the outstanding swap agreement as of December 31,
2000 are as follows:

Notional Market
Maturity date ($ millions) amount Pays Receives value
Aug. 15, 2003 $20.0 3 mo. LIBOR 6.54% $0.3

This interest rate swap agreement was subsequently terminated by the counter-party on February 26, 2001.

NOTE 16. FINANCIAL INSTRUMENTS
AHI does not hold or issue financial instruments for trading purposes. The estimated fair values of AHI's financial
instruments are as follows:

2000 carrying Estimated 1999 carrying Estimated

(in millions at December 31) amount fair value amount fair value
Liabilities:
Debt subject to compromise $1,400.4 $ 386.6 - -
Long-term debt, including current portion 64.9 64.9 $1,425.2 $1,369.2
Off-balance sheet financial instruments:
Foreign currency contract obligations - 0.2 - 9.4
Foreign currency options - - - 0.2
Letters of credit/financial guarantees - 165.6 - 252.2
Lines of credit - 39.1 - 1,088.1
Interest rate swaps - 0.3 - (4.1)

Fair values were determined as follows:

The carrying amounts of cash and cash equivalents, receivables, accounts payable and accrued expenses, short-term
debt and current installments of long-term debt approximate fair value because of the short-term maturity of these
instruments. The fair value estimates of long-term debt were based upon quotes from major financial institutions
taking into consideration current rates offered to AHI for debt of the same remaining maturities. Foreign currency
contract obligations and options, as well as interest rate swaps, are estimated by obtaining quotes from major financial
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institutions. Letters of credit, financial guarantees and lines of credit amounts are based on the estimated cost to settle
the obligations.

NOTE 17. INCOME TAXES

The tax effects of principal temporary differences between the carrying amounts of assets and liabilities and their tax
bases are summarized in the table below. Management believes it is more likely than not that the results of future
operations will generate sufficient taxable income to realize deferred tax assets except for certain foreign tax credit and
net operating loss carryforwards for which AH! has provided a valuation aflowance of $69.8 million. The $6.4 million of
U.S. foreign tax credit will expire in 2005. AHI has $879.0 million of state net operating losses with expirations
between 2001 and 2020, and $82.9 million of foreign net operating losses which will be carried forward indefinitely.
The $1.3 million decrease in the valuation allowance is attributable to a $24.7 million decrease in foreign net operating
loss and capital loss carryforwards in connection with the sale of the Insulation Products segment (see Note 6) and a
$23.4 million increase due to unused state net operating loss and U.S. foreign tax credit.

Deferred income taxes {assets) liabilities (millions) 2000 1999
Postretirement and postemployment benefits ($920) (% 86.1)
Chapter 11 reorganization costs and restructuring costs (35.9) (3.3)
Asbestos-related liabilities (241.7) (238.5)
Foreign tax credit carryforward : (6.4) -
Net operating losses (94.6) (62.2)
Capital loss carryforwards - (20.2)
Other (86.8) (68.7)

Total deferred tax assets (557.4) (469.0)

Valuation aliowance 69.8 711

Net deferred tax assets (487.6) (397.9)
Accumulated depreciation 173.7 183.0
Pension costs 105.9 69.3
Insurance for asbestos-related liabilities 85.4 103.6
Tax on unremitted eamnings 27.0 -
Other 63.3 454

Total deferred income tax liabilities 4553 401.3

Net deferred income tax liabilities (assets) (32.3) 3.4

Income tax benefit — current (9.8) (40.4)

Deferred income tax liability (asset) — noncurrent ($22.5) $438

Details of taxes (millions) 2000 1999 1998

Eamings (loss) from continuing operations before income taxes:

Domestic ($ 135.9) $45.8 ($63.7)
Foreign 154 449 204
Eliminations (9.9) (1198.5) (27.1)
Total ($ 130.4) ($28.8) (3 70.4)
Income tax provision (benefit):
Current:
Federal ($12.2) $15.8 $11.2
Foreign 6.5 4.3 7.1
State 18 3.0 13
Total current (3.9) 23.1 19.6
Deferred:
Federal (32.7) (36.6) (48.2)
Foreign (5.1) 8.2 3.3
State 0.3 0.5 0.4
Total deferred (37.5) (27 9) (44.5)
Total income taxes (benefit) ($41.4) ($48) (3 24.9)
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At December 31, 2000, unremitted earnings of subsidiaries outside the U.S. were $169.0 million (at December 31,
2000 balance sheet exchange rates). AHI expects to repatriate $77.0 million of earnings and has provided $27.0
million of U.S. taxes. No U.S. taxes have been provided on the remaining unremitted earnings as it is AHI's intention
to invest these earnings permanently. If such earnings were to be remitted without offsetting tax credits in the U.S.,
withholding taxes would be $4.2 miilion.

Reconciliation to U.S. statutory tax rate (millions) 2000 1999 1998
Continuing operations tax (benefit) at statutory rate ($ 45.6) ($ 10.0) ($24.6)
State income taxes, net of federal benefit 18 2.0 1.7
(Benefit) on ESOP dividend (1.0) (1.3) (1.2)
Tax on foreign and foreign-source income 2.9 34 44
Capital loss (0.8) - -
Equity in (earnings) of affiliates - - (6.2)
Insurance programs 0.1 (0.6) (1.0)
Goodwill 9.9 7.1 33
Change in valuation allowance - (4.0 -
Sale of subsidiary (9.1) - -
Other items 0.4 14 1.3
Tax expense (benefit) at effective rate ($41.4) ($4.8) 24.9
Other taxes (millions) 2000 1999 1998
Payroll taxes $59.7 $66.8 $51.3
Property, franchise and capital stock taxes 26.2 240 19.6
NOTE 18. OTHER LONG-TERM LIABILITIES

(millions) 2000 1999

Deferred compensation 34.9 $428

Other 36.2 48.7

Total other long-term fiabilities 711 91.5

NOTE 19. RETIREMENT SAVINGS AND STOCK OWNERSHIP PLAN (RSSOP)
In 1989, Armstrong established an Employee Stock Ownership Plan (“ESOP”) that borrowed $270 million from banks

and insurance companies, repayable over 15 years and guaranteed by AHI. The ESOP used the proceeds to
purchase 5,654,450 shares of a new series of convertible preferred stock issued by Armstrong. In 1996, the ESOP
was merged with the Retirement Savings Plan for salaried employees (a defined-contribution pension plan) to form the
Retirement Savings and Stock Ownership Plan (‘RSSOP”). On July 31, 1996, the trustee of the ESOP converted the
preferred stock held by the trust into approximately 5.1 million shares of common stock at a one-for-one ratio.

The number of shares released for allocation to participant accounts has been based on the proportion of principal and
interest paid to the total amount of debt service remaining to be paid over the life of the borrowings. Through
December 31, 2000, the RSSOP allocated 2,676,000 shares to participants that remain outstanding, retired 1,318,000
shares, AHI issued 437,000 treasury shares and the trustee purchased 242,000 shares on the open market as part of
meeting the necessary funding requirements. As of December 31, 2000, there were approximately 2,340,000 shares in
the RSSOP that had yet to be allocated to participants.

All RSSOP shares are considered outstanding for earnings per share calculations. Historically, dividends on allocated
shares were credited to employee accounts while dividends on unallocated shares were used to satisfy debt service
payments.

The RSSOP currently covers parent company nonunion employees and some union employees.
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Details of ESOP debt service payments (millions) 2000 1999 1998

Common stock dividends paid $45 $89 $9.0
Employee contributions 1.2 7.7 9.8
Company contributions 7.0 89 11.4
Company loans to ESOP 73 129 101
Debt service payments made by ESOP trustee 20.0 $384 $40.3

AHI recorded costs for the RSSOP of $10.5 million in 2000, $13.1 million in 1999 and $6.9 million in 1998.

The trustee borrowed from AHI $7.3 million in 2000, $12.9 million in 1999 and $10.1 million in 1998. These loans were
made to ensure that the financial arrangements provided to employees remain consistent with the original intent of the
RSSOP. Such loans receivabie were included as a component of shareholders’ equity. In December 2000, in
connection with the Chapter 11 Filing of AWI and default on RSSOP loan obligations, AHI recorded an impairment
charge of $43.3 million related to these loans. The impairment was recorded as a component of Chapter 11
reorganization costs.

On November 22, 2000, AHI failed to repay $50 million in commercial paper that was due. As a result, the remaining
ESOP bond principal balance of $142.2 million became immediately payable along with a $15.5 million interest and tax
make-whole premium. Additionally, the December 2000 ESOP debt service payment was not made. As a result of the
Chapter 11 filing, Armstrong’s ESOP loan guarantee of $157.7 million is now classified as a liability subject to
compromise.

AH! has amended the RSSOP to provide for a cash match of employee contributions in lieu of the stack match. AHI
recorded an expense of $0.5 million in 2000 related to the cash match. The RSSOP Plan document will be revised to
reflect this change.

NOTE 20. STOCK-BASED COMPENSATION PLANS

Awards under the 1993 Long-Term Stock Incentive Plan ("1993 Plan") may be in the form of stock options, stock
appreciation rights in conjunction with stock options, performance restricted shares and restricted stock awards. No
additional shares of common stock may be issued under the 1993 Plan.

During 1999, AHI adopted the 1999 Long-Term Incentive Plan ("1999 Plan") which replaced the 1993 Plan. The 1999
Plan is similar to the 1993 Plan in that it provides for the granting of incentive stock options, nonqualified stock options,
stock appreciation rights, performance-restricted shares and restricted stock awards. The 1999 Plan also incorporates
stock awards and cash incentive awards. No more than 3,250,000 shares of common stock may be issued under the
1999 Plan, and no more than 300,000 of the shares may be awarded in the form of performance restricted shares,

restricted stock awards or stock awards. No awards under the 1999 Plan will be granted after April 25, 2009. Pre-1999
grants made under predecessor plans will be governed under the provisions of those plans.

During 2000, AHI adopted the Stock Award Plan (“2000 Plan”) to enable stock awards and restricted stock awards to
officers, key employees and non-employee directors. No more than 750,000 treasury shares may be awarded under
the 2000 Pian. The 2000 Plan will remain in effect until the earlier of the grant of all the shares allowed under the plan
or termination of the plan by the Board of Directors.

Approximately 1,702,000 stock options were cancelled as a result of a restricted stock for stock option exchange
program offered to employees in 2000. Employees other than the CEO holding stock options were given a one-time
opportunity to exchange their stock options with exercise prices above $50 per share for shares of AHI restricted stock
based on specified conversion ratios. The shares issued under this exchange program were issued under the 2000
Plan and will be fully vested by August 2002. Expenses related to this event were $1.5 million in 2000.

Options are granted to purchase shares at prices not less than the closing market price of the shares on the dates the

options are granted. The options generally become exercisable in one to three years and expire 10 years from the date
of grant.
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Changes in option shares outstanding

(thousands except for share price) 2000 1999 1998
Option shares at beginning of year 3,509.5 2,783.7 2,161.3
Options granted : 1,818.5 829.7 914.8
Option shares exercised - (54.5) (253.3)
Stock appreciation rights exercised - (0.2) (3.1)
Options cancelled (2.550.5) (49.2) (36.0)
Option shares at end of year 2777.5 3,509.5 2,783.7
Option shares exercisable at end of year 973.3 1,828.0 1,372.0
Shares available for grant 4,068.7 3,307.3 789.7
Weighted average price per share:
Options outstanding $30.69 $58.48  $60.41
Options exercisable 48.92 57.12 52.38
Options granted 18.24 50.70 70.43
Option shares exercised N/A 36.17 41.68

The table below summarizes information about stock options outstanding at December 31, 2000.

Stock options outstanding as of December 31, 2000
(thousands except for life and share price)

Options outstanding Options exercisable
Weighted- Weighted-
Number average average Number Weighted-
Range of outstanding remaining exercise exercisable average
exercise prices at 12/31/00 contractual life price at 12/31/00  exercise price
$1.19-$18.00 200.0 9.8 $8.78 - -
$18.01 - $19.50 1,542.8 9.2 19.44 64.6 $19.44
$19.51 - $46.00 427.8 34 39.32 418.0 39.59
$46.01 - $60.00 427.7 5.5 55.11 356.9 56.07
$60.01 - $84.00 179.2 6.9 73.14 133.8 73.21
27775 973.3

Performance restricted shares issuable under the 1993 and 1999 plans entitle certain key executive employees to earn
shares of AHI's common stock, but only if the total company or individual business units meet certain predetermined
performance measures during defined performance periods (generally three years). At the end of performance
periods, common stock awarded may carry additional restriction periods, during which time AHI will hold the shares in
custody until the expiration or termination of restrictions. Compensation expense will be charged to eamings over the
performance period. Within performance periods at the end of 2000 were 1,500 unvested performance restricted
shares outstanding and 245 accumulated dividend equivalent shares. No performance restricted share awards were
earned based on the performance period ending December 31, 2000. Within restriction periods at the end of 2000
were 22,028 shares of restricted common stock outstanding based on performance periods ending prior to 2000 with
3,599 accumulated dividend equivalent shares.

Restricted stock awards can be used for the purposes of recruitment, special recognition and retention of key
employees. Awards for 444,443 shares of restricted stock were granted (excluding performance-based awards
discussed above) during 2000. Of these restricted shares, 198,343 were granted under a restricted stock for stock
option exchange program. At the end of 2000, there were 422,241 restricted shares of common stock outstanding with
11,769 accumulated dividend equivalent shares.

SFAS No. 123, "Accounting for Stock-Based Compensation,” permits entities to continue to apply the provisions of
APB Opinion No. 25 and provide pro forma net earnings and pro forma earnings per share disclosures. Had
compensation cost for these plans been determined consistent with SFAS No. 123, AH!'s net earnings and earnings
per share would have been reduced to the following pro forma amounts.

58



(millions) 2000 1999 1998
Net earnings (loss):

As reported ‘ $122 $ 143 § (9.3)

Pro forma 5.8 7.0 (16.1)
Basic earnings {loss) per share:

As reported 0.30 0.36 (0.23)

Pro forma 0.14 0.18 (0.40)
Diluted earnings (loss) per share:

As reported 0.30 0.36 (0.23)

Pro forma 0.14 0.17 (0.40)

The fair value of grants was estimated on the date of grant using the Black-Scholes option pricing model with the
weighted-average assumptions for 2000, 1999 and 1998 presented in the table below. The weighted-average fair
value of stock options granted in 2000 was $2.08 per share.

2000 1999 1998
Risk-free interest rate 6.48% 6.34% 5.14%
Dividend yield : 9.50% 5.75% 3.03%
Expected life 5 years 5 years 5 years
Volatitity 28% 28% 28%

Because the SFAS No. 123 method of accounting has not been applied to grants prior to January 1, 1995, the
resulting pro forma compensation cost may not be representative of that to be expected in future years.

NOTE 21. EMPLOYEE COMPENSATION

Employee compensation is presented in the table below. Charges for severance costs and early retirement incentives
to terminated employees have been excluded. The increase in employee compensation from 1998 is primarily due to
the acquisitions of Triangle Pacific and DLW.

Employee compensation cost summary (miilions) 2000 1999 1998

Wages and salaries $631.9 $625.3 $ 516.8
Payroll taxes 59.7 66.8 51.3
Pension credits (38.1) (32.9) (38.5)
Insurance and other benefit costs 67.4 64.2 56.9
Stock-based compensation 4.4 4.2 5.0
Total $7253 $7276 $ 5915

NOTE 22. PENSION AND OTHER BENEFIT PROGRAMS

AHI and a number of its subsidiaries have pension plans and postretirement medical and insurance benefit plans
covering eligible employees worldwide. AHI also has defined-contribution pension plans (including the Retirement
Savings and Stock Ownership Plan, as described in Note 19) for eligible employees. Benefits from pension plans,
which cover substantially all employees, are based on an employee's compensation and years of service. Pension
plans are funded by AHI. Postretirement benefits are funded by AHI on a pay-as-you-go basis, with the retiree paying
a portion of the cost for health care benefits by means of deductibles and contributions. AHI announced in 1989 and
1990 a 15-year phase-out of its health care benefits for certain future retirees. These future retirees include parent
company nonunion employees and some union employees. Shares of RSSOP common stock were allocated to
eligible active employees through June 2000, based on employee age and years to expected retirement, to help
employees offset their future postretirement medical costs. The RSSOP was amended in November 2000 to suspend
future allocations and starting in December 2000, AHI used cash to fund this benefit.

Effective November 1, 2000, an amendment to the Retirement Income Plan (RIP), a qualified US defined benefit plan,
established an additional benefit known as the ESOP Pension Account to partially compensate active employee and
retiree ESOP shareholders for the decline in the market value of AHI's stock. The effect of this amendment had no
material impact to the financial position or results of operations in 2000, but will increase the benefit obligation by $88.7
million in 2001. The R!IP Plan document will be revised to reflect these changes.
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The following tables summarize the balance sheet impact, as well as the benefit obligations, assets, funded status and
rate assumptions associated with the pension and postretirement benefit plans. The plan assets are primarily stocks,
mutual funds and bonds. Included in these assets were 1,426,751 shares of AHI common stock at year-end 2000 and

1999.

Pension Benefits

Retiree Health and Life
Insurance Benefits

U.S. defined-benefit plans (millions) 2000 1999 2000 1999
Change in benefit obligation:

Benefit obligation as of January 1 $1,079.4 $1,163.5 $233.3 $262.5
Service cost 13.9 16.7 28 32
Interest cost 84.0 76.6 18.7 17.0
Plan participants’ contributions - - 34 26
Pian amendments 25.8 - - -
Divestitures (4.0) - (0.1) -
Effect of settlements (5.9) - - 4.1
Effect of special termination benefits 1.4 17 - -
Actuarial loss (gain) 33.0 (96.4) 26.6 (24.9)
Benefits paid (95.2) (82.7) {26.1) (23.0)
Benefit obligation as of December 31 $1.1324 $10794 $ 2586 $2333
Change in plan assets:

Fair value of plan assets as of January 1 $1,748.3 $1,874.9 - -
Actual return (loss) on plan assets 137.9 (46.7) -

Divestitures (3.7) - - -
Effect of settlements (5.9) - - -
Employer contribution 9.2 28 $227 $20.5
Plan participants’ contributions -~ - 34 26
Benefits paid (95.2) (82.7) (26.1) (23.1)
Fair value of plan assets as of December 31 $1790.6 $1,748.3 $0.0 $00
Funded status $658.2 $ 668.9 $ (258.6) $(233.3)
Unrecognized net actuarial loss (gain) (422.7) (483.9) 48.6 23.0
Unrecognized transition asset (8.3) (14.5) - -
Unrecognized prior service cost (benefit) 86.1 72.2 (4.2) (5.1)
Net amount recognized $ 3133 $242.7 $(214.2) $(215.4)

The funded status of U.S. defined-benefit plans was determined using the assumptions presented in the table below.

Retiree Health and Life
Pension Benefits Insurance Benefits
U.S. defined-benefit plans 2000 1999 2000 1999
Weighted-average assumption as of
December 31:
Discount rate 7.50% 7.75% 7.50% 7.75%
Expected return on plan assets 9.50% 8.75% n/a n/a
Rate of compensation increase 4.25% 4.25% 4.25% 4.25%
Amounts recognized in the consolidated balance sheets consist of:
Retiree Health and Life
Pension Benefits Insurance Bepefits
(millions) 2000 1999 2000 1999
Prepaid benefit costs $ 333.6 $264.2 -
Accrued benefit liability (34.5) (30.2) $(214.2) 3 (215.4)
Intangible asset 1.6 20 -~ -
Other comprehensive income 126 6.7 - -
Net amount recognized 313.3 $2427 $(214.2) $(215.4)




Pension Benefits

U.S. pension plans with benefit obligations in excess of assets (millions) 2000 1999
Retirement benefit equity plan:

Projected benefit obligation, December 31 $447 $34.9
Accrued benefit obligation, December 31 34.5 30.2

Fair value of plan assets, December 31 - -

The components of pension credit are as follows:
Pension Benefits

U.S. defined-benefit plans (millions) 2000 1999 1998

Service cost of benefits earned during the year $13.9 $16.7 $17.5
Interest cost on projected benefit obligation 84.0 76.6 726
Expected return on plan assets (1563.6) (147.0) (136.2)
Amortization of transition asset (6.2) (6.2) 6.2)
Amortization of prior service cost 11.9 10.0 10.0
Recognized net actuarial gain (13.9) (17.3) (18.4)
Net periodic pension credit $(63.9) $(67.2) $(60.7)

Costs for other funded and unfunded pension plans were $4.3 million in 2000, $3.9 million in 1999 and $3.6 million in
1998. The components of postretirement benefit cost are as follows:

Retiree Health and
Life Insurance Benefits

U.S. defined-benefit plans (millions) 2000 1999 1998

Service cost of benefits earned during the year $28 $32 $33
Interest cost on accumulated postretirement benefit obligation 18.7 17.0 17.2
Amortization of prior service benefit (0.9) (0.9) (0.9)
Recognized net actuarial loss 1.0 0.6 13
Net periodic postretirement benefit cost $216 $19.9 20.9

|

For measurement purposes, a 6% annual rate of increase in the per capita cost of covered health care benefits was
assumed for 2000 and all future years. Assumed health care cost trend rates have a significant effect on the amounts
reported for the health care plans. A one-percentage-point change in assumed health care cost trend rates would have
the following effects:

One percentage point

U.S. retiree health and life insurance benefit plans (millions) Increase Decrease
Effect on total of service and interest cost components $21 $(1.7)
Effect on postretirement benefit obligation 2190 (17.9)

AHI has pension plans covering employees in a number of foreign countries that utilize assumptions that are
consistent with, but not identical to, those of the U.S. plans. The following tables summarize the balance sheet impact
as well as the benefit obligations, assets, funded status and rate assumptions associated with pension benefits.
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Non-U.S. defined-benefit plans (millions)

Change in benefit obligation:

Benefit obligation as of January 1
Service cost

Interest cost

Plan participants’ contributions

Plan amendments

Acquisitions

Divestitures

Effect of settlements

Effect of special termination benefits
Foreign currency translation adjustment
Actuarial loss (gain)

Benefits paid

Benefit obligation as of December 31

Change in plan assets:

Fair value of plan assets as of January 1
Actual return on plan assets
Acquisitions

Divestitures

Employer contributions

Plan participants’ contributions

Effect of settlements

Foreign currency translation adjustment
Benefits paid

Fair value of plan assets as of December 31

Funded status

Unrecognized net actuarial gain
Unrecognized transition obligation
Unrecognized prior service cost
Net amount recognized

Pension Benefits

2000 1999
$262.8  $287.0
52 6.7
12.5 16.2
1.5 1.2
0.7 -
18.0 -
(0.5) (2.6)
(33.6) -
(0.7) 0.3
(21.6) (29.8)
146 (1.3)
(12.4) (14.9)
$246.5 $2628
$1238  $1056
0.4 21.9
17.4 -
(0.5) -
43.7 125
1.5 1.2
(33.6) -
(8.0) (2.5)
(12.4) (14.9)
$1323  $1238

$(1142) $(139.0)
(4.7) (32.9)

- 0.4

3.9 47
115.0)  $(166.8)

Amounts recognized in the consolidated balance sheets consist of:

(millions)

Prepaid benefit cost

Accrued benefit liability
Intangible asset

Other comprehensive income
Net amount recognized

Non-U.S. pension plans with benefit obligations

in excess of assets (millions)
Projected benefit obligation, December 31

Accrued benefit obligation, December 31
Fair value of plan assets, December 31

Pension Benefits

2000 1999
$3.2 $26
(123.9) (169.5)
0.1 -
56 0.1
$ (115.0) 166.8
Pension Benefits
2000 1999
$125.3 $166.0
122.2 159.9
0.6 0.6
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The components of pension cost are as follows:

Non-U.S. defined-benefit plans (millions)
Service cost of benefits earned during the year
Interest cost on projected benefit obligation
Expected return on plan assets

Amortization of transition obligation
Amortization of prior service cost

Recognized net actuarial gain

Net periodic pension cost

Non-U.S. defined-benefit pians

Weighted-average assumption as of December 31:
Discount rate

Expected return on plan assets

Rate of compensation increase

NOTE 23. LEASES

AHI rents certain real estate and equipment. Several leases include options for renewal or purchase and contain
clauses for payment of real estate taxes and insurance. In most cases, management expects that in the normal course
of business, leases will be renewed or replaced by other leases. As part of the Chapter 11 Cases, AWI must decide
whether to assume, assume and assign, or reject prepetition unexpired leases and other prepetition executory
contracts. AWI has been granted an extension until August 6, 2001 by the Court to make these decisions with respect
to prepetition unexpired leases of real property and this date may be further extended. With respect to prepetition
executory contracts and unexpired leases not related to real estate, AWI has until confirmation of a reorganization plan
to make these decisions unless such time is shortened by the Court. The accompanying financial statements do not
reflect any adjustment related to assumption or rejection of such agreements.

Rental expense was $16.9 million in 2000, $19.3 million in 1999 and $24.7 million in 1998. Future minimum payments
at December 31, 2000, by year and in the aggregate, having noncancelable lease terms in excess of one year were as

follows:

Scheduled minimum lease payments (millions)
2001

2002
2003
2004
2005
Thereafter
Total

AHI has capital leases that have lease payments that extend until 2018. Assets under capital ieases are included in

the consolidated balance sheets as follows:

(millions)

Land

Building

Machinery

Less accumulated amortization
Net assets

2000 1999
$5.2 $6.7
12.5 16.2
(7.7) (6.1)
0.1 0.2
1.0 0.4
(0.1) 0.1)
$11.0 $17.3

Pension Benefits

2000 1999
5.69% 6.50%
6.43% 4.25%
3.85% 3.75%

Capital
leases
$09
1.0
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NOTE 24_SHAREHOLDERS' EQUITY
Treasury share changes for 2000, 1999 and 1998 are as follows:

Years ended December 31 (thousands) 2000 1999 1998
Common shares

Balance at beginning of year 11,628.7 11,856.7 11,759.5
Stock purchases (1) 90.8 33.8 389.5
Stock issuance activity, net (685.2) (261.8) (292.3)
Balance at end of year 11,034.3 11,628.7 11,856.7

Note 1: Includes small unsolicited buybacks of shares, shares received under share tax withholding transactions and
open market purchases of stock through brokers.

In July 1996, the Board of Directors authorized Armstrong to repurchase 3.0 million shares of its common stock
through the open market or through privately negotiated transactions, bringing the total authorized common share
repurchases to 5.5 million shares. Under the total plan, Armstrong repurchased approximately 4,017,000 shares
through December 31, 1998, with total cash outlay of $248.1 million, including 355,000 repurchased in 1998. In June
1998, Armstrong halted purchases of its common shares under the common share repurchase program in connection
with its announcement to purchase Triangle Pacific and DLW.

The balance of each component of accumulated other comprehensive loss as of December 31, 2000, and December
31, 1999, is presented in the table below.

(millions) 2000 1999

Foreign currency translation adjustments and hedging activities $29.3 $12.1
Unrealized loss on available for sale securities 2.0 -
Minimum pension liability adjustments 13.9 4.4
Total $ 45.2 16.5

The related tax effects allocated to each component of other comprehensive income (loss) are presented in the tabie
below.

Pre-tax Tax After tax
{millions) amount Benefit amount
Foreign currency translation adjustments and hedging activities ($17.2) - ($17.2)
Unrealized loss on available for sale securities (2.0) - (2.0)
Minimum pension liability adjustments (13.4) $39 (9.5)
Total ($ 32.6) $39 ($28.7)

NOTE 25. PREFERRED STOCK PURCHASE RIGHTS PLAN

AHI has a shareholder rights plan under a Rights Agreement dated as of March 14, 2000 and in connection therewith
distributed one right for each share of its common stock outstanding. In general, the rights become exercisable at
$300 per right for a fractional share of a new series of Class A preferred stock 10 days after a person or group, other
than certain affiliates of AHI either acquires beneficial ownership of shares representing 20% or more of the voting
power of AHI or announces a tender or exchange offer that could result in such person or group beneficially owning
shares representing 28% or more of the voting power of AHL. If thereafter any person or group becomes the beneficial
owner of 28% or more of the voting power of AHI or if AHI is the surviving company in a merger with a person or group
that owns 20% or more of the voting power of AHI, then each owner of a right (other than such 20% shareholder)
would be entitled to purchase shares of company common stock having a value equal to twice the exercise price of the
right. Should AHI be acquired in a merger or other business combination, or sell 50% or more of its assets or earnings
power, each right would entitle the holder to purchase, at the exercise price, common shares of the acquirer having a
value of twice the exercise price of the right. The exercise price was determined on the basis of the Board's view of the
long-term value of AHI 's common stock. The rights have no voting power nor do they entitle a holder to receive
dividends. At AHI's option, the rights are redeemable prior to becoming exercisable at five cents per right. The rights
expire on March 21, 2006, uniess extended or earlier redeemed by the AHI Board of Directors.




NOTE 26. SUPPLEMENTAL FINANCIAL INFORMATION

Selected operating expenses (millions) 2000 1999 1998
Maintenance and repair costs’ $ 1120 $ 110.0 $107.8
Research and development costs 60.0 46.4 36.7
Advertising costs 37.6 39.4 38.1
Other expense (income), net (millions)

Interest and dividend income $(5.5) $(2.0) $(3.3)
Gain on sale of businesses, net (60.2) (1.0) -
Demutualization proceeds (5.2) (2.6) -
Dal-Tile gain - - (12.8)
Domco litigation expense - - 12.3
Foreign currency transaction gain (6.0 (0.4) 0.3
Other 2.3 (0.7) 18
Total 74.6 8.7 (.7

NOTE 27. SUPPLEMENTAL CASH FLOW INFORMATION

(millions) 2000 1999 1998
interest paid $100.4 $102.7 $48.2
Income taxes paid 14.0 47.1 257
Acquisitions:

Fair value of assets acquired $55.6 $3.8  $1,031.9

Cost in excess of net assets acquired - - 948.3
Less:

Net assets in excess of consideration 242 - -

Liabilities assumed 249 = 804.5
Cash paid, net of cash acquired $65 $38 $1.1757

NOTE 28. LOSS PER SHARE FROM CONTINUING OPERATIONS
The table below provides a reconciliation of the numerators and denominators of the basic and diluted per share
calculations for net loss. Diluted loss per share for each year was antidilutive.

Net Per share

Millions except for per-share data loss Shares amount
For the year ended 2000

BASIC LOSS PER SHARE

Loss from continuing operations $ (89.0) 40.2 $(2.21)

DILUTED LOSS PER SHARE

Dilutive options 03

Loss from continuing operations 89.0 40.5 2.21
For the year ended 1999

BASIC LOSS PER SHARE

Loss from continuing operations $ (24.0) 398 $ (0.60)

DILUTED LOSS PER SHARE

Dilutive options 0.3

Loss from continuing operations 24.0 40.2 0.60
For the year ended 1998

BASIC LOSS PER SHARE

Loss from continuing operations $ (45.5) 39.8 $(1.14)

DILUTED LOSS PER SHARE

Dilutive options 0.6

Loss from continuing operations 45.5 404 1.14
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NOTE 29. LITICATION AND RELATED MATTERS

Asbestos-related Litigation

AWI is a defendant in personal injury claims and property damage claims related to asbestos containing products. On
December 6, 2000, AW filed a voluntary petition for relief (“the Filing”) under Chapter 11 of the U.S. Bankruptcy Code
to use the court supervised reorganization process to achieve a fair and final resolution of its asbestos liability. See
ltem 1 for further discussion.

Background
AWT’s involvement in asbestos litigation relates primarily to its participation in the insulation contracting business.

From around 1910 to 1933, AWI manufactured and installed some high-temperature insulation products, including
some that contained asbestos. In 1939, AWI expanded its contract installation service to provide a greater range of
high and low temperature contracting services to its customers. AWI generally manufactured its own low temperature
insulation products, but did not manufacture the high temperature products used in its contracting operations. Some of
the high temperature products furnished and installed in the contracting operations contained asbestos.

Effective January 1, 1958, AWI separated its insulation contracting business into a separate, independent subsidiary,
Armstrong Contracting and Supply Corporation (“ACandS”). From January 1, 1958 through August 31, 1969, ACandS
operated as an independent subsidiary in the insulation contracting business. During this time period, AWI licensed
certain tradenames and trademarks to ACandS, which ACandS pilaced on certain insulation products manufactured by
others. Other than two specific products, AWI did not manufacture or sell any asbestos-containing thermal insulation
products during this period. In August 1969, AWI sold the ACandS subsidiary to a group of ACandS management
employees and ACandS continues to operate independently as a subsidiary of Irex Corporation. AWI had no
involvement with any asbestos-containing insulation materials after 1969.

In addition, AWI manufactured some resilient flooring that contained encapsulated asbestos until the early 1980’s.
AWI also manufactured some gasket materials that contained encapsulated asbestos until the mid-1980's.

Personal Injury Litigation
Nearly all the asbestos-related personal injury lawsuits brought against AWI relate to alleged exposure to asbestos-

containing high-temperature insulation products. The majority of these claims seek compensatory and punitive
damages. Claims may arise many years after first exposure to asbestos in light of the decades long latency period for
asbestos-related injury. Product identification and determining exposure periods are difficult and uncertain. Over the
long history of asbestos litigation involving hundreds of companies, various parties have tried to secure a
comprehensive resolution of the litigation. In 1991, the Judicial Panel for Multidistrict Litigation ordered the transfer of
federai cases to the Eastern District of Pennsylvania in Philadelphia for pretriat purposes. AWI supported this transfer.
Some cases are periodically released for trial, although the issue of punitive damages is retained by the transferee
court. That court has been instrumental in having the parties resolve large numbers of cases from various jurisdictions
and has been receptive to different approaches to the resolution of claims. Claims filed in state courts have not been
directly affected by the transfer.

Amchem Settiement Class Action

Georgine v. Amchem ("Amchem”) was a settlement class action filed in the Eastern District of Pennsylvania on
January 15, 1993, that included essentially all future personal injury claims against members of the Center for Claims
Resolution ("Center”), inciuding AWI. It was designed {o establish a nonlitigation system for the resolution of those
claims, and offered a method for prompt compensation to claimants who were occupationally exposed to asbestos if
they met certain exposure and medical criteria. Compensation amounts were derived from historical settlement data
and no punitive damages were to be paid. The settlement was designed to, among other things, minimize
transactional costs, including attorneys’ fees; expedite compensation to claimants with qualifying claims; and relieve
the courts of the burden of handling future ciaims. The District Court, after exhaustive discovery and testimony,
approved the settlement class action and issued a preliminary injunction that barred class members from pursuing
claims against Center members in the tort system. The U.S. Court of Appeals for the Third Circuit reversed that
decision, and the reversal was sustained by the U.S. Supreme Court on September 25, 1997, holding that the
settlement class did not meet the requirements for class certification under Federal Rule of Civil Procedure 23. The
preliminary injunction was vacated on July 21, 1997, resulting in the immediate reinstatement of enjoined cases and a
loss of the bar against the filing of claims in the tort system.
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Asbestos Claims Facili and Center for Claims Resolution
The Facility was established in 1985 to evaluate, settle, pay and defend all personal injury claims against member
companies. Resolution and defense costs were allocated by formula. The Facility subsequently dissolved, and the
Center was created in October 1988 by 21 former Facility members, including AWI. At the time of the Filing, there
were 16 members of the Center, including AWI. Insurance carriers, while not members, are represented ex officio on
the Center's governing board and have agreed annually to provide a partion of the Center's operational costs. The
Center adopted many of the conceptual features of the Facility and has addressed the claims in a manner consistent
with the prompt, fair resolution of meritorious claims. Resolution and defense costs are allocated by formula among
the member companies; adjustments over time due to the departure of some members and other factors resulted in
some increased share for AWI.

As a result of the Filing, AWI is no longer an active participant in the Center. The extent and amount of AW liabilities
as a result of its participation in the Center have not been determined, but will be determined in AWI's Chapter 11
Case.

Number of Claims

The number of ciaims naming AWI! as a defendant ranged from about 16,400 to 31,100 per year during the period from
1989 to 1997. However, subsequent to this time and up to the Filing, claim filings significantly surpassed this average
as approximately 87,500 and 50,700 claims were filed in 1998 and 1999 respectively. AWI had expected the number
of claims to decline in 2000. However, during the first eleven months of 2000 prior to the Filing, the Center received
and verified approximately 53,000 claims. Claims from major, established law firms did decline, but this decline was
more than offset by claims from new or previously low-volume law firms.

Before filing under the Bankruptcy Code, AWI pursued broad-based settlements of claims through the Center. The
Center had reached Strategic Settlement Program (“SSP”) agreements with law firms that covered approximately
130,000 claims that named AWI as a defendant, including agreements with 17 law firms covering approximately
36,800 claims during the first eleven months of 2000. These agreements typically provided for muitiyear payments for
settlement of current claims and established specific medical and other criteria for the settiement of future claims as
well as annual limits on the number of claims that can be filed by these firms. These agreements also established fixed
settlement values for different asbestos-related medical conditions which were subject to periodic re-negotiation over a
period of 2 to 5 years. The plaintiff law firms were required to recommend settlements to their clients although future
claimants are not legally obligated to accept the settlements. These agreements also provided for nominal payments to
future claimants who are unimpaired but who are eligible for additional compensation if they develop a more serious
asbestos-related iliness. The Center could terminate an agreement with an individual law firm if a significant number
of that firm’s clients elect not to participate under the agreement. For some agreements, the component of the
agreement that covered future claims was subject to re-negotiation if members left the Center. As a result of the
Filing, AWT's obligations with respect to these settiements will be determined in the context of its Chapter 11 Case.

Fourth Quarter 2000 Events

On October 5, 2000, Owens Coming Fiberglass (“OCF”), a manufacturer of insulation, filed for protection under
Chapter 11 of the Bankruptcy Code to address its asbestos liability. This filing adversely impacted AWI's negotiations
to obtain a 364-day credit facility which were underway at the time. This credit facility was to replace an existing $450
million credit facility that expired on October 19, 2000. Following the OCF filing, the potential participants in the new
credit facility decided to reevaluate their credit exposures to AWI, primarily due to AWI’s asbestos liability. AWI could
not reach agreement on a new facility with acceptable terms. The existing $450 million credit facility expired on
October 19, 2000.

Additionally, AWI was concerned that a possible upward bias in the settilement demands of asbestos plaintiffs would
occur given the exit from the tort system of OCF, an important defendant in asbestos litigation.

As set forth above, AWI filed for relief under Chapter 11 of the Bankruptcy Code on December 6, 2000. As a result,
holders of asbestos claims are stayed from continuing to prosecute pending litigation and from filing new lawsuits
against AWL. In addition, AWI ceased making payments with respect to asbestos claims, including payments pursuant
to the outstanding SSP agreements. A separate creditors committee representing the interests of asbestos claimants
has been appointed in the Chapter 11 Cases.

As a result of the Filing, AWI's present and future asbestos liability will be addressed in the Chapter 11 Case rather
than through the Center and a multitude of lawsuits in different jurisdictions throughout the U.S. AW believes that the

67



Chapter 11 process provides it with the opportunity to change its approach to its asbestos liability and
comprehensively address that liability in one forum. it is anticipated that all present and future asbestos claims will be
resolved in the Chapter 11 Case, which could take several years.

Asbestos-Related Personal Injury Liability

in evaluating its estimated asbestos-related personal injury liability prior to the Filing, AWI reviewed, among other
things, recent and historical settiement amounts, the incidence of past and recent claims, the mix of the injuries and
occupations of the plaintiffs, the number of cases pending against it and the status and results of broad-based
settlement discussions. Based on this review, AWI estimated its share of liability to defend and resolve probable
asbestos-related personal injury claims. This estimate was highly uncertain due to the limitations of the available data
and the difficulty of forecasting with any certainty the numerous variables that could affect the range of the liability.

AWI believes the range of probable and estimable liability is more uncertain now than previously. There are significant
differences in the way the asbestos claims may be addressed under the bankruptcy process when compared to the
tort system. Accordingly, AWI currently is unable to ascertain how prior experience with the number of claims and the
amounts to settle claims will impact its ultimate liability in the context of its Chapter 11 Case.

As of September 30, 2000, AWI's estimate of its asbestos-related liability that was probable and estimable through
2006 ranged from $758.8 million to $1,363.3 million. AWI concluded that no amount within that range was more likely
than any other and, therefore, reflected $758.8 million as a liability in the condensed consolidated financial statements
in accordance with generally accepted accounting principles. Due to the increased uncertainty created as a resuit of
the Filing, no change has been made to the previously recorded liability except to record payments of $68.2 million
against that accrual in October and November 2000. The balance at December 31, 2000 is $690.6 million. Itis
reasonably possible, however, that the actual liability could be significantly higher than the recorded liability. As the
Chapter 11 Cases proceed there should be more clarity as to the extent of the liability to be addressed in the Chapter
11 Cases.

Collateral Requirements
During 2000, AWI had secured a bond for $56.2 million to meet minimum collateral requirements established by the

Center with respect to asbestos claims asserted against AWI. On October 27, 2000, the insurance company that
underwrote the surety bond informed AWI and the Center of its intention not to renew the surety bond effective
February 28, 2001. On February 6, 2001, the Center advised the surety of the Center's demand for payment of the
face value of the bond. The surety filed a motion with the Court seeking to restrain the Center fronr drawing on the
bond. The motion was not granted.

Property Damage Litigation
AWI is also one of many defendants in six pending property damage claims as of December 31, 2000 that were filed

by public and private buiiding owners. These cases present allegations of damage to the plaintiffs’ buildings caused
by asbestos-containing products and generally seek compensatory and punitive damages and equitable relief,
including reimbursement of expenditures for removal and replacement of such products. In the second quarter of 2000,
AWI was served with a lawsuit seeking class certification of Texas residents who own property with asbestos-
containing products. This case includes allegations that AWI asbestos-containing products caused damage to
buildings and generally seeks compensatory damages and equitable relief, including testing, reimbursement for
removal and diminution of property vaiue. AWI vigorously denies the validity of the allegations against it in these
actions and, in any event, believes that any costs will be covered by insurance. Continued prosecution of these
actions and the commencement of any new asbestos property damage actions are also stayed due to the Filing.
Consistent with prior periods and due to increased uncertainty, AWI has not recorded any liability related to these
claims.

Insurance Coverage

During relevant time periods, AWI purchased primary and excess insurance policies providing coverage for personal
injury claims and property damage claims. Certain policies also provide coverage to ACandsS, Inc., the former
subsidiary of AWI discussed above under “Background”. AWI and ACandS agreed to share certain coverage on a
first-come first-served basis and to reserve for ACandS a certain amount of excess coverage.

Wellington Agreement

In 1985, AWI and 52 other companies (asbestos defendants and insurers) signed the Wellington Agreement. This
Agreement settled disputes concerning personal injury insurance coverage with signatory carriers. It provides broad
coverage for both defense and indemnity and applies to both products hazard and nonproducts (general liability)
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coverages. Most of AWI resolutions of asbestos-related personal injury products hazard coverage matters with its
solvent carriers has been achieved through the Wellington Agreement or other settlements.

Insurance Recovery Proceedings

A substantial portion of AWI's primary and excess remaining insurance asset is nonproducts (general liability)
insurance for personal injury claims, including among others, those that involve alleged exposure during AWl's
installation of asbestos insulation materials. AWI has entered into settiements with a number of the carriers resolving
its coverage issues. However, an alternative dispute resolution (“ADR") procedure under the Wellington Agreement is
under way against certain carriers to determine the percentage of resolved and unresolved claims that are
nonproducts claims, to establish the entitlement to such coverage and to determine whether and how much
reinstatement of prematurely exhausted products hazard insurance is warranted. The nonproducts coverage
potentially available is substantial and includes defense costs in addition to limits. The carriers have raised various
defenses, inciuding waiver, laches, statutes of limitations and contractual defenses. One primary carrier alleges that it
is no longer bound by the Wellington Agreement, and another alleges that AWI agreed to limit its claims for
nonproducts coverage against that carrier when the Wellington Agreement was signed. The ADR process is in the trial
phase of binding arbitration. One insurer has taken the position that it is entitled to litigate in court certain issues in the
ADR proceeding. During 1999, AWI received preliminary decisions in the initial phases of the trial proceeding of the
ADR which were generally favorable to AWI on a number of issues related to insurance coverage. However, during
the fourth quarter of 2000, a new trial judge was selected for the ADR. AWI is uncertain at this time as to the impact,
if any, this change will have on the preliminary decisions of the initial phases of the ADR. Further, management
believes that one of the carriers has been experiencing financial difficulties, which could affect its ability to pay any
ultimate judgment. AWI has not adjusted the recorded asset amount at December 31, 2000 related to this carrier.
Because of the continuing ADR process and the possibilities for appeal on certain matters, AWI has not yet completely
determined the financial implications of the ADR proceedings.

Insurance Asset

An insurance asset in respect of asbestos personal injury claims in the amount of $268.3 million is recorded as of
December 31, 2000. Of the total recorded asset, approximately $77.2 million represents partial settlement for previous
claims that will be paid in a fixed and determinable flow and is reported at its net present value discounted at 6.50%.
The total amount recorded reflects AWl's belief in the availability of insurance in this amount, based upon AW!'s
success in insurance recoveries, recent settlement agreements that provide such coverage, the nonproducts
recoveries by other companies and the opinion of outside counsel. Such insurance is either available through
settiement or probable of recovery through negotiation, litigation or resolution of the ADR process that is in the trial
phase of binding arbitration. Depending on further progress of the ADR, activities such as settiement discussions with
insurance carriers party to the ADR and those not party to the ADR, the final determination of coverage shared with
ACandS and the financial condition of the insurers, AWI may revise its estimate of probable insurance recoveries.
Approximately $86 million of the $268.3 million asset is determined from agreed coverage in place and is therefore
directly related to the amount of the liability and could decrease if the final amount of the liability decreases. Of the
$268.3 million asset, $32.2 million has been recorded as a current asset reflecting management's estimate of the
minimum insurance payments to be received in the next 12 months.

A significant part of the recorded asset relates to insurance that AWI believes is probable and will be obtained through
settlements with the various carriers. Due to the Filing, the settlement process may be delayed, pending further
clarification as to the asbestos liability. While AWI believes the Chapter 11 process will strengthen its position on
resolving disputed insurance and may therefore result in higher settlement amounts than recorded, there has been no
change in the recorded amounts due to the uncertainties created by the Filing. Accordingly, this asset could also
change significantly based upon events which occur in the Court. Management estimates that the timing of future cash
payments for the remainder of the recorded asset may extend beyond 10 years.

Income Statement Charges

AWI recorded charges to increase its estimate of probable asbestos-related liability by $236.0 million in the second
quarter of 2000, $335.4 million in 1999 and $274.2 million in 1998. Prior to 1998, charges to increase the liability were
effectively offset by corresponding increases in related insurance recoveries.

Cash Flow iImpact
AW paid $226.9 million for asbestos-related claims in the first eleven months of 2000 compared to $173.0 million in all

of 1999. AWI received $27.7 million in asbestos-related insurance recoveries during 2000 compared to $58.7 million
during 1999. During the pending Chapter 11 cases, AWI does not expect to make any further cash payments for
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asbestos-related claims, but AWI may continue to receive insurance proceeds under the terms of various settlement
agreements.

Conclusion

Many uncertainties exist surrounding the financial impact of AWI's invoivement with asbestos litigation. These
uncertainties include the impact of the Filing and the Chapter 11 process, the number of future claims to be filed, the
impact of any potential legislation and the impact of the ADR proceedings on the insurance asset. Accordingly, AWI is
not revising its previously recorded liability. However, it is reasonably possible that AWI's total exposure to personal
injury asbestos claims may be significantly different than the recorded liability.

Environmental Matters

Most of Armstrong's manufacturing and certain of Armstrong’s research facilities are affected by various federal, state
and local environmental requirements relating to the discharge of materials or the protection of the environment.
Armstrong has made, and intends to continue to make, necessary expenditures for compliance with applicable
environmental requirements at its operating facilities. Armstrong incurred capital expenditures of approximately $6.2
million in 2000, $5.5 million in 1999 and $6.7 million in 1998 associated with environmental compliance and control
facilities. Armstrong anticipates that annual expenditures for those purposes will not change materially from recent
experience. Armstrong does not anticipate that it will incur significant capital expenditures in order to meet the
requirements of the Clean Air Act of 1990 and the final implementing regulations promulgated by various state
agencies. However, applicable requirements under the Clean Air Act and other federal and state environmental laws
continue to change. Until all new regulatory requirements are known, Armstrong cannot predict with certainty future
capital expenditures associated with compliance with environmental requirements.

As with many industrial companies, Armstrong is currently involved in proceedings under the Comprehensive
Environmental Response, Compensation and Liability Act ("Superfund”), and similar state laws at approximately 22
sites. In most cases, Armstrong is one of many potentially responsible parties ("PRPs") who have potential liability for
the required investigation and remediation of each site and who, in some cases, have agreed to jointly fund that
required investigation and remediation. With regard to some sites, however, Armstrong disputes the liability, the
proposed remedy or the proposed cost allocation among the PRPs. Armstrong may aiso have rights of contribution or
reimbursement from other parties or coverage under applicable insurance policies. Armstrong has also been
remediating environmental contamination resulting from past industrial activity at certain of its former plant sites.
Armstrong’s payments and remediation work on these sites is under review under light of the Chapter 11 Filing.

Estimates of Armstrong’s future environmental liability at any of the Superfund sites or current or former plant sites are
based on evaluations of currently available facts regarding each individual site and consider factors such as
Armstrong's activities in conjunction with the site, existing technology, presently enacted laws and regulations and prior
company experience in remediating contaminated sites. Although current law imposes joint and several liability on all
parties at any Superfund site, Armstrong's contribution to the remediation of these sites is expected to be limited by the
number of other companies also identified =s potentially liable for site costs. As a result, Armstrong's estimated liability
reflects only Armstrong's expected share. In determining the probability of contribution, Armstrong considers the
solvency of the parties, whether liability is being disputed, the terms of any existing agreements and experience with
similar matters. The Chapter 11 Cases also may affect the ultimate amount of such contributions.

Liabilities of $13.5 miilion at December 31, 2000 and $13.2 million at December 31, 1999 were for potential
environmental liabilities that Armstrong considers probable and for which a reasonable estimate of the probable liability
could be made. Where existing data is sufficient to estimate the liability, that estimate has been used; where only a
range of probable liability is available and no amount within that range is more likely than any other, the lower end of
the range has been used. As assessments and remediation activities progress at each site, these liabilities are
reviewed to reflect additional information as it becomes available. Due to the Chapter 11 Filing, $6.4 million of the
December 31, 2000 environmental liabilities are classified as prepetition liabilities subject to compromise. As a general
rule, such pre-petition liabilities that do not preserve company assets are addressed in the context of the Chapter 11
Cases. The estimated liabilities do not take into account any claims for recoveries from insurance or third parties.
Such recoveries, where probable, have been recorded as an asset in the consolidated financial statements and are
either available through settlement or anticipated to be recovered through negotiation or litigation.

Actual costs to be incurred at identified sites may vary from the estimates, given the inherent uncertainties in
evaluating environmental liabilities. Subject to the imprecision in estimating environmental remediation costs,
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Armstrong believes that any sum it may have to pay in connection with environmental matters in excess of the
amounts noted above would not have a material adverse effect on its financial condition, liquidity or results of
operations, although the recording of future costs may be material to earnings in such future period.

Note 30 — DIFFERENCES BETWEEN ARMSTRONG HOLDINGS INC. AND ARMSTRONG WORLD INDUSTRIES,
INC.

The difference between the financial statements of AHI and Armstrong is primarily due to transactions related to the
formation of Armstrong Holdings, Inc. and stock activity.
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Independent Auditors’ Report

The Board of Directors and Shareholders,
Armstrong Holdings, Inc.:

We have audited the accompanying consolidated financial statements of Armstrong Holdings, Inc. and subsidiaries
(“the Company”) as listed in the accompanying index on page 35. In connection with our audits of the consolidated
financial statements, we also have audited the financial statement schedule as listed in the accompanying index on
page 35. These consolidated financial statements and financial statement schedule are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these consolidated financial statements and
financial statement schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Armstrong Holdings, Inc. and subsidiaries as of December 31, 2000 and 1999, and the resuits of
their operations and their cash flows for each of the years in the three-year period ended December 31, 2000, in
conformity with accounting principles generally accepted in the United States of America. Also, in our opinion, the
related financial statement schedule, when considered in relation to the basic consolidated financial statements taken
as a whole, presents fairly, in all material respects, the information set forth therein.

The accompanying consolidated financial statements have been prepared assuming that the Company will continue as
a going concern. As discussed in Note 1 to the consolidated financial statements, three of the Company’s domestic
subsidiaries, including Armstrong World Industries, Inc., the Company’s major operating subsidiary, filed separate
voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Code in the United States Bankruptcy
Court on December 6, 2000. Armstrong World Industries, Inc. has aiso defaulted on certain debt obligations.
Although these operating subsidiaries are currently operating their businesses as debtors-in-possession under the
jurisdiction of the Bankruptcy Court, the continuation of their businesses as going concerns is contingent upon, among
other things, the ability to formulate a plan of reorganization which will gain approval of the creditors and confirmation
by the Bankruptcy Court. The filing under Chapter 11 and the resulting increased uncertainty regarding the
Company's potential asbestos liabilities, as discussed in Note 29 of the consolidated financial statements, raise
substantial doubt about the Company'’s ability to continue as a going concern. The accompanying consolidated
financial statements and financial statement schedule do not include any adjustments that might result from the
outcome of these uncertainties.

KPMG LLP

February 26, 2001
Philadelphia, Pennsyivania

72



Armstrong World Industries, Inc., and Subsidiaries
Consolidated Statements of Earnings
(in millions, except per share amounts)

Net sales
Cost of goods sold

Gross profit

Selling, general and administrative expenses
Charge for asbestos liability, net

Restructuring and reorganization charges (reversals)
Goodwill amortization

Equity (earnings) from affiliates, net

Operating income (loss)
Interest expense (unrecorded contractual interest of $6.0 million in 2000)
Other (income), net

Loss from continuing operations before Chapter 11 reorganization costs

and income tax benefit
Chapter 11 reorganization costs, net

Loss from continuing operations before income tax benefit
Income tax benefit

Loss from continuing operations

Income from discontinued operations, net of tax of $7.6, $19.7 and $13.6, respectively
Net gain on sale of discontinued operations, net of tax of $28.4

Earnings from discontinued operations

Net earnings (loss)

See accompanying notes to consolidated financial statements beginning on page 77.
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Years Ended December 31
2000 31999 1998

$3,003.8 $3,0482 $2,496.1
21977 20808 1,718.3
806.1  967.4  777.8
5458 5562  443.0
2360 3354 2742
18.0 (1.4) 74.4
23.9 255 10.7
(18.0)  (16.8)  (13.8)
0.4 68.5 (10.7)
101.6  104.0 61.4
(74.6) 6.7) (1.7)
(26.6)  (28.8)  (70.4)
103.3 - -
(129.9)  (28.8)  (70.4)
(40.5) (4.8)  (24.9)

(889.4) ($24.0) (845.9)

5.9 38.3 36.2
95.3 - -
101.2 38.3 36.2

1.8 143 (03)



Armstrong World Industries, Inc., and Subsidiaries
Consolidated Balance Sheets
(amounts in millions)

As of December 31,

Assets 2000 1999
Current assets:
Cash and cash equivalents $156.5 $17.2
Accounts and notes receivable, net 316.5 352.2
Inventories, net _ 340.2 3524
Deferred income taxes 9.8 40.4
Net assets of discontinued operations 48.6 184.7
Other current assets 72.3 74.7
Total current assets 943.9 1,021.6
Property, plant and equipment, less accumulated depreciation and
amortization of $1,006.4 and $1,035.3 million, respectively 1,253.5 1,292.0
Insurance receivable for asbestos-related liabilities, noncurrent 236.1 270.0
Investment in affiliates 37.3 34.2
Goodwill, net 846.0 898.4
Other intangibles, net ) 91.9 90.8
Deferred income tax assets, noncurrent 225 -
Other noncurrent assets 443.3 374.4
Total assets $38745 $3,9814
Ligbiliti | Shareholder’s Equit
Current liabilities:
Short-term debt $16.6 $65.9
Current installments of long-term debt 8.1 36.1
Accounts payable and accrued expenses 238.0 591.5
Income taxes 30.0 -
Total current liabilities 2927 693.5
Liabilities subject to compromise 2,390.2 -
Long-term debt, less current instaliments 56.8 1,389.1
Employee Stock Ownership Plan (ESOP) loan guarantee - 155.3
Postretirement and postemployment benefit liabilities 243.6 2424
Pension benefit liabilities 154.7 168.3
Asbestos-related long-term liabilities, noncurrent - 506.5
Other long-term liabilities 71.1 91.5
Deferred income taxes - 43.8
Minority interest in subsidiaries 6.9 11.8
Total noncurrent fiabilities 29233 2,608.7
Shareholder's equity:
Common stock, $1 par value per share
Authorized 200 million shares; issued 51,878,910 shares 51.9 51.9
Capital in excess of par vaiue 173.4 176.4
Reduction for ESOP loan guarantee (142.2) (190.3)
Retained earnings 1,149.1 1,196.2
Accumulated other comprehensive loss (45.2) (16.5)
Less common stock in treasury, at cost
2000 - 11,393,170 shares; 1999 - 11,628,705 shares {528.5) (538.5)
Total shareholder’s equity 658.5 679.2
Total liabilities and shareholder's equity $3,8745 $3,981.4

See accompanying notes to consolidated financial statements beginning on page 77.
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Armstrong World Industries, Inc., and Subsidiaries
Consolidated Statements of Shareholder's Equity
(amounts in millions)

Common stock, $1 par value:

Balance at beginning and end of year
Capital | i ue:
Balance at beginning of year

Stock issuances and other
Contribution of treasury stock to ESOP
Balance at end of year

Reduction for ESOP loan guarantee:
Balance at beginning of year

Principal paid

Loans to ESOP

Interest on loans to ESOP
Contribution of treasury stock to ESOP
Impairment of loans to ESOP

Accrued compensation

Balance at end of year

Retai L

Balance at beginning of year

Net earnings (loss) for year

Tax benefit on dividends paid on unallocated ESOP common shares
Total

Less rights redemptions

Less common stock dividends (per share)
$1.44 in 2000; $1.92 in 1999; $1.88 in 1998

Balance at end of year

Lo (loss):
Balance at beginning of year
Foreign currency translation adjustments and
hedging activities
Unrealized loss on available for sale securities
Minimum pension liability adjustments
Total other comprehensive income (loss)
Balance at end of year

. oo loss)

Less treasury stock at cost:

Balance at beginning of year

Stock purchases

Stock issuance activity, net
Contribution of treasury stock to ESOP

Balance at end of year

Total shareholder's equity

2000
$ 519

$ 176.4
23
(5.3)
$ 1734

$ (190.3)
13.2
(7.3)
(1.1)
(4.1)
43.3

4.1

$ (142.2)

$1,196.2
11.8

12
$1,200.2
20

881
$1.1491

$ (16.5)

(17.2)
(2.0)
(9.5)

(28.7)

$ (45.2)

$ 5385
(0.6)

(9-4)
$ 5285

£.6085

$ 118

See accompanying notes to consolidated financial statements beginning on page 77.
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1000
$ 519

$ 173¢C
3.4

$ 1764

$ (199.1)
23.3
(12.8)
(1.3)

(5.8)

5.4

$ (190.3)

$1,257.0
143

1.8
$1,273.1

8.9
$1.106.2

$ (25.4)

(34)
123

89

$ _(16.5)

$ 5477
1.3

(2.6)

(7.9

$ 143

89

232

$ (207.7)
232
(10.1)
(0.8)

$1,339.6
(8.3)
290

$1,332.3

53
$1.257.0

$ (16.2)

(7.0)
22
(9.2)

$_(25.4)

$ 526.5
31.8
(10.6)

§ 5477
$.7007

$ (9.3)



Armstrong World Industries, Inc., and Subsidiaries
Consolidated Statements of Cash Flows
(amounts in millions)

Cash flows from operating activities:
Net eamnings (loss)
Adjustments to reconcile net eamings (loss) to net cash
provided by operating activities:
Depreciation and amortization, continuing operations
Depreciation and amortization, discontinued operations
Gain on sale of businesses, net
Gain on sale of investments in affiliates
Deferred income taxes
Equity eamings from affiliates, net
Chapter 11 reorganization costs, net
Chapter 11 reorganization costs paid
Restructuring and reorganization charges (reversals)
Restructuring and reorganization payments
Charge for asbestos liability, net
Payments for asbestos-related claims, net of recoveries
Decrease in net assets of discontinued operations
Changes in operating assets and liabilities net of effects of
reorganizations, restructuring, acquisitions and dispositions
(Increase)/decrease in receivables
(Increase)/decrease in inventories
(increase)/decrease in other current assets
Increase in other noncurrent assets
Increase/(decrease) in accounts payable and accrued expenses
Increase/(decrease) in income taxes payable
Increase/(decrease) in other long-term liabilities
Other, net
Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property, plant and equipment, continuing operations
Purchases of property, plant and equipment, discontinued operations
Investment in computer software
Acquisitions, net of cash acquired
Investments in affiliates
Distributions from equity affiliates
Proceeds from the sale of businesses
Proceeds from the sale of assets

Net cash provided by (used for) investing activities

Cash flows from financing activities:
Increase/(decrease) in short-term debt, net
Issuance of long-term debt
Payments of long-term debt
Cash dividends paid
Purchase of common stock for the treasury, net
Proceeds from exercised stock options
Other, net

Net cash provided by (used for) financing activities

Effect of exchange rate changes on cash and cash equivalents

Net increase {decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See accompanying notes to consolidated financial statements beginning on page 77.
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Years Ended December 31,
2000 1999 1998

$11.8

160.9
7.6
(183.9)

(35.7)
(18.0)
103.3
(2.6)
18.0
(7.9)
236.0
(199.2)
427

385
18.8
(10.6)
(41.6)
(119.6)
292
(23.8)
179
41.8

(136.0)
(14.1)
(12.0)

(6.5)

12.7
3299
5.3

1793

(4.5)
34
(23.0)
(58.1)
(1.6)
0.1

$14.3

154.9
14.3
(1.0)

(38.3)
(16.8)
(1.4)
(16.9)
3354
(114.4)
25.7

(26.9)
(22.0)
244
(52.0)
92.9
(15.8)

8.7
(27.0)
338.1

(166.5)
(17.1)
(11.6)

(3.8)

40.8
88.3
79

(62.0)

(69.7)
200.0
(332.4)

(76.9)
(1.3)
1.2
2.8)
{281.9)

2.9)

($8.7)
$259

£17.2

($9.3)

129.6
13.1

(1—2.8)
(27.9)
(13.8)

74.4
(11.2)
2742
(74.4)
5.4

7.3
439
(30.1)
(108.5)
(23.2)
(6.5)
234
(10.3)
2433

(148.3)
(11.4)
(24.6)

(1,175.7)
147.6

11.4

27
(1.198.3)

24.2
1,293.9
(278.6)
(75.3)
(31.8)
7.9
(3.0)
9373

05

($17.2)
$43.1

259



NOTE 1. BUSINESS AND CHAPTER 11 REORGANIZATION

Armstrong World Industries, Inc. (“AWI") is a Pennsylvania corporation incorporated in 1891, which together with its
subsidiaries is referred to here as “Armstrong”. Through its U.S. operations and U.S. and international subsidiaries,
Armstrong designs, manufactures and sells interior finishings, most notably floor coverings and ceiling systems,
around the world. Armstrong products are sold primarily for use in the finishing, refurbishing and repair of residential,
commercial and institutional buildings. Armstrong also designs, manufactures and sells kitchen and bathroom
cabinets.

Armstrong Holdings, Inc. (which together with its subsidiaries is referred to here as “AHI") is the pubtzly-held parent
holding company of Armstrong. Armstrong Holdings, Inc. became the parent company of Armstrong on May 1, 2000,
following AWI shareholder approval of a plan of exchange under which each share of AWl was automatically
exchanged for one share of Armstrong Holdings, Inc. Armstrong Holdings, Inc. was formed for purposes of the share
exchange and holds no other significant assets or operations apart from AWl and AWI's subsidiaries. Stock
certificates that formerly represented shares of AWI were automatically converted into certificates representing the
same number of shares of Armstrong Holdings, Inc. The publicly-held debt of AWI was not affected in the transaction.

On December 6, 2000, AWI, the major operating subsidiary of AH|, filed a voluntary petition for relief (“the Filing”)
under Chapter 11 of the U.S. Bankruptcy Code (“the Bankruptcy Code”) in the United States Bankruptcy Court for the
District of Delaware (the “Court”) in order to use the court-supervised reorganization process to achieve a resolution of
its asbestos liability. Also filing under Chapter 11 were two of Armstrong’s wholly-owned subsidiaries, Nitram
Liquidators, Inc. and Desseaux Corporation of North America, Inc. The Chapter 11 cases are being jointly
administered under case numbers 00-4469, 00-4470, and 00-4471 (the “Chapter 11 Cases”).

AHI, and Armstrong’s other subsidiaries, including Triangle Pacific Corp., WAVE (Armstrong's ceiling grid systems joint
venture with Worthington Industries), Armstrong Canada, Armstrong DLW AG and its other non-U.S. operating
subsidiaries were not a part of the Filing.

Like other companies involved in asbestos litigation, AWI has tried a number of different approaches to managing its
asbestos liability, including negotiating broad-based settlements of claims and supporting efforts to find a legislative
resolution. The number of new claims filed and the cost to settle claims, however, continued to escalate. in addition,
liquidity concerns increased when Owens Corning Fiberglass filed for Chapter 11 protection on October 5, 2000. This
hurt AWI's ability to obtain ongoing financing on acceptable terms. These were the principal factors which led to the
decision to make the Filing.

AWI is operating its business and managing its properties as a debtor-in-possession subject to the provisions of the
Bankruptcy Code. Pursuant to the provisions of the Bankruptcy Code, AWI is not permitted to pay any claims or
obligations which arose prior to the Filing date (prepetition claims) uniess specifically authorized by the Court.
Similarly, claimants may not enforce any claims against AWI that arose prior to the date of the Filing. In addition, as a
debtor-in-possession, AWI has the right, subject to the Court's approval, to assume or reject any executory contracts
and unexpired leases in existence at the date of the Filing. Parties having claims as a result of any such rejection may
file claims with the Court which will be dealt with as part of the Chapter 11 Cases.

Two creditors’' committees, one representing asbestos claimants and the other representing other unsecured creditors,
have been appointed in the Chapter 11 Cases. In accordance with the provisions of the Bankruptcy Code they have
the right to be heard on matters that come before the Court in the Chapter 11 Cases.

It is AWI's intention to address all of its prepetition claims, including all asbestos-related claims, in a plan of
reorganization in its Chapter 11 Case. At this juncture, it is impossible to predict with any degree of certainty how such
a plan will treat such claims and the impact AWI's Chapter 11 Case and any reorganization plan will have on the
shares of common stock of AWI, all of which are held by AHI and along with AWl's operating subsidiaries are the only
material asset of AHI. Generally, under the provisions of the Bankruptcy Code, holders of equity interests may not
participate under a plan of reorganization unless the claims of creditors are satisfied in full under the plan or uniess
creditors accept a reorganization plan which permits holders of equity interests to participate. The formulation and
implementation of a plan of reorganization in the Chapter 11 Cases could take a significant period of time.

Financing
The Court has approved a $300 million debtor-in-possession credit facility provided by a bank group led by The Chase
Manhattan Bank (the "DIP Facility"). AWI believes that the DIP Facility, together with cash generated from operations,
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will be more than adequate to address its liquidity needs. As of February 28, 2001, AWI had $96.3 million of cash and
cash equivalents in addition to cash held by its non-debtor subsidiaries. Borrowings under the DIP facility, if any, will
constitute superpriority administrative expense claims in the Chapter 11 Cases.

nting |
AICPA Statement of Position 90-7, "Financial Reporting by Entities in Reorganization under the Bankruptcy Code”

("SOP 90-7") provides financial reporting guidance for entities that are reorganizing under the Bankruptcy Code.
Armstrong has implemented this guidance in the accompanying financial statements.

Pursuant to SOP 90-7, AWI is required to segregate prepetition liabilities that are subject to compromise and report
them separately on the balance sheet. See Note 4 for detail of the liabilities subject to compromise at December 31,
2000. Liabilities that may be affected by a plan of reorganization are recorded at the amount of the expected allowed
claims, even if they may be settled for lesser amounts. Substantially all of AWY’s prepetition debt, now in default, is
recorded at face value and is classified within liabilities subject to compromise. Obligations of Armstrong subsidiaries
not covered by the Filing remain classified on the consolidated balance sheet based upon maturity date. AWI's

asbestos liability is also recorded in liabilities subject to compromise. See Note 27 for further discussion of AWI's
asbestos liability.

Additional prepetition claims (liabilities subject to compromise) may arise due to the rejection of executory contracts or
unexpired leases, or as a result of the allowance of contingent or disputed claims.

SOP 90-7 also requires separate reporting of all revenues, expenses, realized gains and losses, and provision for
losses related to the Filing as Chapter 11 reorganization items. Accordingly, AW! recorded a total of $103.3 million as
Reorganization Costs in December 2000, consisting of:

($ millions)
Adjustment of net debt and debt issue costs to expected amount of allowed claim $42.0
ESOP related expenses 58.8
Professional fees 26
Interest income, post petition (0.3)
Other expenses directly related to bankruptcy, net 02
Total Chapter 11 reorganization costs $103.3

To record prepetition debt at the face value or the amount of the expected allowed claims, AW! adjusted the amount of
net debt and debt issue costs and recorded a pre-tax expense of $42.0 million.

ESOP related costs include a $43.3 million impairment charge related to amounts borrowed by the ESOP from
Armstrong, the trustee of the ESOP. As described more fully in Note 19, Armstrong has not permitted further
empioyee contributions to the ESOP. Therefore, it is expected that the ESOP will no longer have the ability to repay
Armstrong money it previously borrowed. In addition, a $15.5 million expense was recorded related to interest and tax
penalty guarantees owed to ESOP bondholders caused by the default on the ESOP bonds.

Professional fees represent legal and financial advisory expenses directly related to the Filing.

Interest income in the above table is from short-term investments of cash earned by AWI subsequent to the Filing.

As a result of the Filing, realization of assets and liquidation of liabilities are subject to uncertainty. While operating as
a debtor-in-possession, AWI may sell or otherwise dispose of assets and liquidate or settle liabilities for amounts other

than those reflected in the condensed consolidated financial statements. Further, a plan of reorganization could
materially change the amounts and classifications reported in the consolidated historical financial statements.

T ARY N P

Use of Estimates. These financial statements are prepared in accordance with generally accepted accounting

principles and include management estimates and judgments, where appropriate. Actual results may differ from these
estimates.
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Consolidation Policy. The consolidated financial statements and accompanying data in this report include the accounts
of Armstrong World Industries, Inc., and its subsidiaries. All significant intercompany transactions have been
eliminated from the consolidated financial statements. Certain prior year amounts have been reclassified to conform to
the current year presentation.

Revenue Recognition. Armstrong records revenue from the sale of products and the related accounts receivable as
title transfers, generally on the date of shipment. Provision is made for estimated applicable discounts and losses.

Earnings (loss) per Common Share. Basic earnings (loss) per share are computed by dividing the earnings (loss) by
the weighted average number of shares of common stock outstanding during the year. Diluted earnings (loss) per
common share reflect the potential dilution of securities that could share in earnings (loss). The diluted earnings (loss)
per share computations for some periods use the basic number of shares due to the loss from continuing operations.

Advertising Costs. Armstrong recognizes advertising expenses as they are incurred.

Shipping and Handling Costs. Prior to 2000, Armstrong recorded some shipping and handling costs as a reduction to
net sales. In 2000, Armstrong applied the provisions of EITF Issue No. 00-010, "Accounting for Shipping and Handling
Fees and Costs”. Consequently, approximately $133.3 million of 2000 shipping and handling costs have been
reclassified from net sales to cost of goods sold. All income statements presented have been restated to comply with
this pronouncement by increasing net sales and cost of goods sold as follows: 1999 - $125.9 million and 1998 - $104.2
million. This change had no effect on gross margin or retained earnings as of any date.

Sales Incentives. Prior to 2000, Armstrong had been classifying most sales incentives as a reduction of sales but was
recording certain sales incentives as Selling, General and Administrative (“SG&A") expenses. In accordance with
EITF Issue No. 00-014, “Accounting for Certain Sales Incentives”, Armstrong reclassified sales incentives from SG&A
expense to net sales (reducing both) as follows: 2000 - $1.3 million; 1999 - $1.2 million; and 1998 - $1.1 million.

Pension and Postretirement Benefits. Armstrong has plans that provide for pension, medical and life insurance
benefits to certain eligible employees when they retire from active service. Generally, Armstrong's practice is to fund
the actuarially determined current service costs and the amounts necessary to amortize prior service obligations over
periods ranging up to 30 years, but not in excess of the funding limitations.

Taxes. Deferred tax assets and liabilities are recognized using enacted tax rates for expected future tax consequences
of events recognized in the financial statements or tax returns. The tax benefit for dividends paid on unallocated
shares of stock held by the ESOP is recognized in shareholders' equity.

Gains and Losses on Divestitures. Armstrong records the gain or loss on divested businesses in other income.

Cash and Cash Equivalents. Short-term investments that have maturities of three months or less when purchased are
considered to be cash equivalents.

Inventories. Inventories are valued at the lower of cost or market. Inventories also include certain floor covering
samples.

Long-Lived Assets. Property, plant and equipment values are stated at acquisition cost less accumulated depreciation
and amortization. Depreciation charges for financial reporting purposes are determined on the straight-line basis at
rates calculated to provide for the retirement of assets at the end of their useful lives, generally as follows: buiidings,
20 to 40 years; machinery and equipment, 3 to 20 years. Impairment losses are recorded when indicators of
impairment are present and the undiscounted cash flows estimated to be generated by those assets are less than the
assets’ carrying amount. When assets are disposed of or retired, their costs and related depreciation are removed from
the financial statements and any resulting gains or losses normally are reflected in "Selling, general and administrative
expenses.”

Costs of the construction of certain long-lived assets include capitalized interest which is amortized over the estimated

useful life of the related asset. Capitalized interest was $0.4 million in 2000, $4.3 million in 1999 and $5.8 million in
1998.
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Goodwill and Other Intangibles. Goodwill and other intangibles are amortized on a straight-line basis over periods from
3 to 40 years. On a periodic basis, Armstrong estimates the future undiscounted cash flows of the businesses to which
goodwill relates in order to ensure that the carrying value of goodwill and other intangibles has not been impaired.

Foreign Currency Transactions, Gains or losses on foreign-currency transactions are recognized through the
statement of earnings. Amounts payable or receivabie denominated in foreign currencies are revalued at the
exchange rate prevailing at year-end.

Financial Instruments and Derivatives. Armstrong uses derivatives and other financial instruments to diversify or offset
the effect of currency, interest rate and commodity price variability.

Armstrong may enter into foreign currency forward contracts to offset the effect of exchange rate changes on cash flow
exposures denominated in foreign currencies. Such exposures include firm commitments with third parties and
intercompany financial transactions.

Realized gains and losses on contracts are recognized in the consolidated statements of earnings. Unrealized gains
and losses on foreign currency options that are designated as effective hedges as well as option premium expense are
deferred and included in the statements of earnings as part of the underlying transactions. Unrealized gains and losses
on foreign currency contracts used to hedge intercompany transactions having the character of long-term investments
are included in other comprehensive income. -

Armstrong may enter into interest rate swap agreements to aiter the interest rate risk profile of outstanding debt, thus
altering Armstrong's exposure to changes in interest rates. in these swaps, Armstrong agrees to exchange, at
specified intervals, the difference between fixed and variable interest amounts caiculated by reference to a notional

principal amount. Any differences paid or received on interest rate swap agreements, when terminated, are recognized
as adjustments to interest expense over the term of associated debt.

NOTE 3. NATURE OF OPERATIONS

Industry Segments
For the year ended 2000

Floor Building Wood All Unallocated

(millions) coverings products products other Corporate Totals
Net sales to external customers $1,263.9 $837.2 $902.7 - - $3,003.8
Intersegment sales 42 - - - - 42
Equity (eamings) from affiliates - (17.9) - (0.1) - (18.0)
Segment operating income (loss) 78.8 113.9 74.3 0.1 ($ 266.7) 0.4
Restructuring and reorganization charges,

net of reversals 7.9 0.2 17 - 8.2 18.0
Segment assets 981.0 568.5 1,358.6 16.1 950.3 3.874.5
Depreciation and amortization 70.1 32.8 37.0 - 210 160.8
Investment in affiliates 1.1 19.9 - 16.3 - 37.3
Capital additions 52.0 43.6 38.7 - 13.7 148.C
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For the year ended 1999

Floor Building Wood All Unallocated

(millions) . coverings  products products other Corporate Totals

Net sales to external custome $1,365.7 $7945 $836.5 $51.5 ~ $3,048.2
Intersegment sales 2.7 - - 20.7 - 234
Equity (earnings) loss from affiliates 0.1 (16.1) - (0.8) - (16.8)
Segment operating income (loss) 204.6 120.0 85.0 6.0 ($ 347.1) 68.5
Restructuring and reorganization reversals (1.1) (0.3) - - - (1.4)
Segment assets 1,286.1 535.1 1,308.0 16.0 836.2 3981.4
Depreciation and amortization 71.2 341 36.1 2.8 10.7 154.9
Investment in affiliates 33 14.9 - 16.0 - 34.2
Capital additions 71.9 455 415 27 16.5 178.1

For the year ended 1998
Floor Building Wood All Unallocated

{millions) coverings  products products other Corporate Totals

Net sales to external customers - $ 1,2485 $799.0 $351.3 $97.3 - $2,496.1
Intersegment sales - - - 39.5 - 38.5
Equity (earnings) loss from affiliates 0.2 (14.2) - 0.2 - (13.8)
Segment operating income (loss) 121.7 106.5 38.6 7.2 ($284.7) (10.7)
Reorganization charges 53.5 10.1 - 1.9 8.8 744
Segment assets 1,146.0 550.1 1,279.0 67.6 1,044.1 4,086.8
Depreciation and amortization 62.6 39.2 156.3 7.2 53 129.6
Investment in affiliates 2.2 39.6 - - - 41.8
Capital additions 93.5 42.5 12.4 5.9 18.6 172.9

Segments were determined based on products and services provided by each segment. Accounting policies of the
segments are the same as those described in the summary of significant accounting policies. Performance of the
segments is evaluated on operating income before income taxes, restructuring charges, unusual gains and losses, and
interest expense. Armstrong accounts for inter-segment sales and transfers based upon its internal transfer pricing
policy.

The floor coverings segment inciudes resilient flooring, adhesives, installation and maintenance materials and
accessories sold to commercial and residential customers through wholesalers, retailers and contractors. To reduce
interchannel conflict, distinctive resilient flooring products have been introduced to allow exclusive product offerings by
our customers. Raw materials, especially plasticizers and resins, are a significant cost of resilient flooring products.
Armstrong has no influence on the worldwide market prices of these materials and thus is subject to cost changes.

The building products segment includes commercial and residential ceiling systems. Grid products, manufactured
through Armstrong's WAVE joint venture with Worthington Industries, have become an important part of this business
worldwide. Earnings from this joint venture are included in this segment's operating income and in "Equity Earnings
from Affiliates” (see Note 9). The major sales activity in this segment is commercial ceiling systems sold to resale
distributors and contractors worldwide, with European sales having a significant impact. Ceiling systems for the
residential home segment are sold through wholesalers and retailers, mainly in the United States. Through a joint
venture with a Chinese partner, a plant in Shanghai manufactures ceilings for the Pacific area. During 2000,
Armstrong acquired privately-held Switzerland-based Gema Holding AG (*Gema”), a manufacturer and installer of
metal ceilings. See Note 5 for further discussion.

The wood products segment is composed of Triangle Pacific Corp., a wholly owned subsidiary, a manufacturer of
consumer wood products including hardwood flooring and cabinets. Products in this segment are used primarily in
residential new construction and remodeling and commercial applications such as retail stores and restaurants.
Approximately 35% of sales are from new construction which is more cyclical than remodeling activity. Triangie Pacific
manufactures hardwood flooring under the brand names of Bruce, Hartco and Robbins while cabinets are
manufactured under the brand names of Bruce and IXL.
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During most of 1999, "all other" included business units making a variety of specialty products for the building,
automotive, textile and other industries worldwide. Gasket materials were sold for new and replacement use in
automotive, construction and farm equipment, appliance, small engine and compressor industries. On June 30, 1999,
Armstrong sold 65% of the gaskets business. Since the divestiture, Armstrong has accounted for the gaskets business
under the equity method within the "all other" segment. Textile mill supplies, including cots and aprons, were sold to
equipment manufacturers and textile mills. On September 30, 1999, Armstrong sold the textiles business. From 1997
to 1998, Armstrong owned an equity interest in Dal-Tile International Inc. ("Dal-Tile"), whose ceramic tile products are
sold through home centers, Dal-Tile sales service centers and independent distributors. In 1998, Armstrong sold its
interest in Dal-Tile.

During 2000, Armstrong recognized revenue of approximately $373.2 million from The Home Depot, Inc., from sales in
the floor coverings, building products and wood products segments compared to approximately $344.8 million and
$296.0 million in 1999 and 1998, respectively. No other single customer represented more than 10% of Armstrong’s
revenue.

The sales in the table below are allocated to the geographic areas based upon location of the customer.

Geographic Areas

Net trade sales (millions) 2000 1999 1998
Americas:
United States $2276.5 $22964 $1,84238
Canada 129.1 123.0 100.4
Other Americas 26.5 27.2 185
Total Americas $2432.1 $ 2,446.6 $1.961.7
Europe:
England $103.3 $107.2 $60.8
Germany 101.8 143.6 80.1
France 50.4 544 62.9
italy 27.4 26.2 27.3
Russia 225 12.0 229
Other Europe 158.1 146.5 163.1
Total Europe $ 4635 $489.9 $4171
Pacific area:
China $26.9 $24.2 $255
Australia 244 27.2 29.2
Other Pacific area 56.9 60.3 62.6
Total Pacific area $108.2 $114.7 $117.3
Total net trade sales $ 3.003.8 30482 $2496.1

82



Long-lived assets (property, plant and equipment) at December

31 (millions) 2000 1999
Americas:
United States $960.8 $9557
Canada 14.2 16.1
Other Americas 0.1 0.1
Total Americas $975.1 971.9
Europe:
Germany $1745 $196.5
England 38.8 475
Netherlands 10.1 12.0
France 11.9 13.8
Sweden 94 15.2
Other Europe 17 0.2
Total Europe 246.4 $285.2
Pacific area: .
China $26.2 $279
Other Pacific area 58 7.0
Total Pacific area $32.0 $349
Total long-lived assets $1,253.5 $1.2920

NOTE 4. LIABILITIES SUBJECT TO COMPROMISE

As a result of AWI's Chapter 11 filing (see note 1), pursuant to SOP 90-7, AWI is required to segregate prepetition
liabilities that are subject to compromise and report them separately on the balance sheet. Liabilities that may be
affected by a plan of reorganization are recorded at the amount of the expected allowed claims, even if they may be
settled for lesser amounts. Substantially all of AWI's prepetition debt, now in default, is recorded at face value and is
classified within liabilities subject to compromise. Obligations of Armstrong subsidiaries not covered by the Filing
remain classified on the consolidated balance sheet based upon maturity date. AWLl's asbestos liability is also
recorded in liabilities subject to compromise. See Note 27 for further discussion of AWI's asbestos liability.

Liabilities subject to compromise at December 31, 2000 are as follows:

(millions) 2000

Debt (at face value) 1,400.4
Asbestos-related liability 690.6
Pre-petition trade payables 60.1
Pre-petition other payables and accrued interest 76.4
Amounts due to affiliates 5.0
ESOP loan guarantee 157.7
Total liabilities subject to compromise $23902

Additional prepetition claims (liabilities subject to compromise) may arise due to the rejection of executory contracts or
unexpired leases, or as a result of the allowance of contingent or disputed claims.

See Note 15 for detail of debt subject to compromise.

NOTE 5. ACQUISITIONS

On May 18, 2000, Armstrong acquired privately-held Switzeriand-based Gema Holding AG (*Gema"), a manufacturer
and installer of metal ceilings, for $6 million plus certain contingent consideration not to exceed $25.5 million, based on
results for the three years ended December 31, 2002. Gema, with annual sales of nearly $50 million, has two
manufacturing sites located in Austria and Switzerland and employs nearly 300 people. The acquisition has been
recorded under the purchase method of accounting. The purchase price has been allocated to the assets acquired
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and the liabilities assumed based on the estimated fair market value at the date of acquisition. The fair market value of
tangible and identifiable intangible assets acquired exceeded the purchase price by $24.2 million and this amount has
been recorded as a reduction of the fair value of property, plant and equipment.

On July 22, 1998, Armstrong completed its acquisition of Triangle Pacific Corp. ("Triangle Pacific"), a Delaware
corporation. Triangle Pacific is a U.S. manufacturer of hardwood flooring and other flooring and related products and a
manufacturer of kitchen and bathroom cabinets. The acquisition, recorded under the purchase method of accounting,
resulted in a total purchase price of $311.5 million. The purchase price was allocated to tangible and identifiable
intangible assets acquired and liabilities assumed based on estimated fair market vaiue at the date of acquisition. The
balance of $792.8 million was recorded as goodwill and is being amortized over forty years on a straight-line basis.
During 1999, purchase price adjustments increased goodwill by $5.3 miilion. During 2000, adjustments primarily
related to pre-acquisition property, plant and equipment vaiues reduced goodwili by $1.4 million.

Effective August 31, 1998, Armstrong acquired approximately 93% of the total share capital of DLW Aktiengesellschaft
("DLW"), a corporation organized under the faws of the Federal Republic of Germany. DLW is a flooring manufacturer
in Germany. The acquisition, recorded under the purchase method of accounting, resulted in a total purchase price of
$289.9 million. During 1999, Armstrong increased its ownership percentage in DLW to approximately 96%. The
purchase price was allocated to net tangible and identifiable intangible assets acquired based on the estimated fair
market value at the date of acquisition. The balance of $117.2 million was recorded as goodwill and is being
amortized over forty years on a straight-line basis. During 1999, purchase price adjustments increased goodwill by
$5.2 million. During 2000, adjustments primarily related to pre-acquisition tax contingencies reduced goodwill by $8.9
million. In the initial purchase price allocation, $49.6 million was aliocated to the estimable net realizable value of
DLW's furniture business and a carpet manufacturing business in the Netherlands, which Armstrong identified as
businesses held for sale. In May 1999, Armstrong sold the DLW furniture business for $38.1 million. The remaining
business held for sale, a Dutch carpet manufacturing company, was sold during December 2000.

The operating results of these acquired businesses have been included in the consolidated statements of earnings
from the dates of acquisition. Triangle Pacific's fiscal year ends on the Saturday closest to December 31, which was
December 30, 2000, January 1, 2000 and January 2, 1999. No events occurred between December 31 and these
dates at Triangle Pacific materially affecting Armstrong's financial position or resuits of operations.

The table below reflects unaudited pro forma combined results of Armstrong, Triangle Pacific and DLW as if the
acquisitions had taken place at the beginning of fiscal 1998:

{$ millions,_except per share data) 1998

Net sales $2,874.9
Net earnings (14.2)
Net earnings per share (0.36)

In management's opinion, these unaudited pro forma amounts are not necessarily indicative of what the actual
combined results of operations might have been if the acquisitions had been effective at the beginning of fiscal 1998.

NOTE 6. DISCONTINUED OPERATIONS

On May 31, 2000, Armstrong completed its sale of all of the entities, assets and certain liabilities comprising its
Insulation Products segment to Orion Einundvierzigste Beteiligungsgesellschaft Mbh, a subsidiary of the Dutch
investment firm Gilde Investment Management N.V. for $264 million. The transaction resulted in an after tax gain of
$114.8 million, or $2.84 per share.

in February 2001, Armstrong determined to permanently exit the Textiles and Sports Fiooring segment and on
February 20, 2001, entered into negotiations to sell substantially all of the businesses comprising this segment to a
private equity investor based in Europe. The proposed sale, while subject to certain approvals, including that of the
Court, is expected to close in June 2001. Accordingly, this segment has been classified as a discontinued operation in
the accompanying consolidated financial statements. Prior year balances and results have been reclassified to reflect
the net assets and results of discontinued operations. Based on the expected net realizable value of the business,
Armstrong recorded a pretax net loss of $30.3 million in the fourth quarter of 2000, $19.5 million net of tax benefit.
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The following comprises the net assets of discontinued operations as of December 31, 2000 and 1999.

2000 1999

Cash $ 26 $18.4
Accounts receivable, net 52.5 83.8
Inventories, net 5.7 774
Property plant and equipment, net 67.5 147.1

Short-term debt (19.3) (5.0)
Long-term debt (10.5) (23.8)
Accounts payable and accrued expenses (54.0) (79.2)
Pension liabilities (3.3) {36.8)
Other, net (12.1) 2.8
Adjustment to net realizable value (34.5) -

Net assets of discontinued operations $48.6 184.7

NOTE 7. OTHER DIVESTITURES

On July 31, 2000, Armstrong completed the sale of its Installation Products Group (“IPG”) to subsidiaries of the
German company Ardex GmbH, for $86 miillion in cash. Ardex purchased substantially all of the assets and liabilities
of IPG including its shares of the W.W. Henry Company. The transaction resuited in a gain of $44.1 miilion ($60.2
million pretax) or $1.09 per share and was recorded in other income. The financial resuits of IPG were reported as part
of the floor coverings segment. The proceeds and gain are subject to a post-clasing working capital adjustment, which
Armstrong expects to finalize in the first half of 2001. Under the terms of the agreement and a related supply
agreement, Armstrong will purchase some of its installation products needs from Ardex for an initial term of eight
years, subject to certain minimums for the first five years after the sale. The agreement also calls for price
adjustments based upon changing market prices for raw materials, labor and energy costs.

On September 30, 1999, Armstrong completed the sale of its Textile Products Operations to Day International Group,
Inc. The sale resulted in a loss of $3.2 miillion, or $0.08 per share, which was recorded in other income.

On June 30, 1999, Armstrong sold 65% of its ownership in Armstrong Industrial Specialties, Inc. ("AlSI"), its gasket
products subsidiary, to a group of investors including Citicorp Venture Capital Ltd. and the management of AlSI for a
cash purchase price of approximately $36.1 million. The sale resulted in a gain of approximately $6.0 million, or $0.15
per share, which was recorded in other income.

On June 22, 1999, Armstrong sold its interest in the assets of Martin Surfacing, Inc. Armstrong acquired this interest as
part of its acquisition of DLW during the third quarter of 1998. There was no material gain or loss on the transaction.

On May 28, 1999, Armstrong's subsidiary DLW sold its furniture business for total cash proceeds of $38.1 million.
Armstrong acquired this business as part of the acquisition of DLW in the third quarter of 1998 and had classified the
business as held for sale. There was no gain or loss on the transaction.

NOTE 8. RESTRUCTURING AND OTHER ACTIONS

A $19.4 million pre-tax reorganization charge was recorded in 2000, of which $8.6 million related to severance and
enhanced retirement benefits for more than 180 positions (approximately 66% related to saiaried positions) within the
European Flooring business. Reorganization actions include staff reductions due to the elimination of administrative
positions, the consolidation and closing of sales offices in Europe and the closure of the Team Valley, England
commercial tile plant. $2.6 million of the charge related to severance and enhanced retirement benefits for 15
corporate and line-of-business staff positions (all salaried positions) as a resuit of streamlining the organization to
reflect staffing needs for current business conditions. Of the $2.6 million, $0.1 million represented a non-cash charge
for enhanced retirement benefits. The remaining $8.2 million of the charge primarily related to the remaining payments
on a noncancelable operating lease for an office facility in the U.S. The employees who occupied this office facility are
being relocated to the corporate headquarters.

in addition, $1.4 million of the remaining accrual for the $74.4 million 1998 reorganization charge was reversed in both
2000 and 1999, comprising certain severance accruals that were no longer necessary. The amount in “other” below
primarily relates to foreign currency translation.
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The following table summarizes activity in the restructuring accruals for 2000 and 1999:

Beginning Cash Ending
{millions) Balance Payments Charges Reversals Other Balance
2000 $12.1 ($7.9) $19.3 ($1.4) ($0.7) $21.4
1999 30.6 (16.9) - (1.4) (0.2) 12.1

Substantially all of the remaining balance of the restructuring accruai as of December 31, 2000 relates to terminated
employees with extended payouts, most of which will be paid during 2001, and two noncancelable operating leases
which extend through 2005 and 2017.

Armstrong also recorded a $17.6 million charge to cost of goods sold in 2000 for write-downs of inventory and
production-line assets related to the reorganization efforts that were not categorized as restructuring costs. The
inventory write-downs were related to changes in product offerings while the write-downs of production-line assets
primarily related to changes in production facilities and product offerings.

Armstrong also recorded costs within selling, general and administrative expense of $3.8 million for severance
payments to approximately 100 empioyees that were not classified as restructuring costs and $2.3 million for fixed
asset impairments reiated to the decision to vacate certain office space in the U.S.

In 1998, Armstrong recognized charges of $65.6 million, or $42.6 million after tax, related to severance and enhanced
retirement benefits for more than 650 positions, approximately 75% of which were salaried positions. In addition,
Armstrong recorded an estimated loss of $9.0 million, or $5.9 million after tax, related to redundant flooring products
machinery disposed of in 1999. Approximately $28.6 million of the charge comprised cash expenditures for
severance. The remainder was a non-cash charge for enhanced retirement benefits.

NOTE 8. EQUITY INVESTMENTS

Investments in affiliates were $37.3 million at December 31, 2000, an increase of $3.1 million, reflecting the equity
eamings of Armstrong's 50% interest in its WAVE joint venture and its remaining 35% interest in interface Solutions,
Inc. (“ISI"). Armstrong continues to purchase certain raw materials from IS! under a long-term supply agreement.

Equity earnings from affiliates for 2000 and 1999 consisted primarily of income from a 50% interest in the WAVE joint
venture and the 35% interest in 1SI. Equity earnings from affiliates for 1998 primarily comprised income from a 50%
interest in the WAVE joint venture, Armstrong's share of a net loss at Dal-Tile and amortization of the excess of
Armstrong's investment in Dal-Tile over the underlying equity in net assets.

Condensed financial data for significant investments in affiliates accounted for under the equity method of accounting
are summarized below:

{miilions) 2000 1999
Current assets $68.3 $66.7
Non-current assets 344 37.8
Current liabilities 18.2 21.8
Non-current liabilities 50.4 57.7
{millions) 2000 1999
Net sales $2125 $202.3
Gross profit 60.3 53.7
Net earnings 35,5 323
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NOTE 10. ACCOUNTS AND NOTES RECEIVABLE

(millions) : 2000 1999
Customer receivables $ 3491 $371.8
Customer notes 10.8 8.7
Miscellaneous receivables 7.7 15.4
Less allowance for discounts and losses (51.1) (43.7)
Net accounts and notes receivable $316.5 352.2

Generally, Armstrong sells its products to select, pre-approved customers whose businesses are directly affected by
changes in economic and market conditions. Armstrong considers these factors and the financial condition of each
customer when establishing its allowance for losses from doubtful accounts.

NOTE 11. INVENTORIES

Approximately 48% of Armstrong's total inventory in 2000 and 49% in 1999 were valued on a LIFO (last-in, first-out)
basis. Inventory values were lower than would have been reported on a total FIFO (first-in, first-out) basis, by $47.8
million at the end of 2000 and $45.6 million at year-end 1999.

(millions) 2000 1999
Finished goods $2089 $225.7
Goods in process 39.6 34.3
Raw materials and supplies 1435 140.3
Less LIFO and other reserves (61.8) (47.9)
Total inventories, net 340.2 352.4
NOTE 12. PROPERTY, PLANT AND EQUIPMENT

{millions) 2000 1999
Land $ 843 $ 992
Buildings 538.1 539.8
Machinery and equipment 1,569.3 1,601.0
Construction in progress 68.2 87.3
Less accumulated depreciation and amortization (1.006.4) (1.035.3)
Net property, plant and equipment $12535 $12920
NOTE 13. GOODWILL AND OTHER INTANGIBLES

(millions) 2000 1999
Goodwill $ 9089 $ 950.1
Less accumulated amortization (62.9) (51.7)
Total goodwill, net $846.0 $ 8984
Other intangibles $121.7 $ 110.0
Less accumulated amortization 298 (18.2)
Total other intangibles, net 91.9 90.8

Goodwill decreased by $52.4 million in 2000, reflecting the elimination of goodwill attributable to IPG which was sold
during 2000, tax valuation allowance reduction and other adjustments related to DLW (see Note 5), scheduled
amortization of $23.9 million and foreign currency transiations. Unamortized computer software costs included in other
intangibles were $50.5 miilion at December 31, 2000, and $48.0 million at December 31, 1999.
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NOTE 14. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

(millions) _ 2000 1999
Payables, trade and other : $142.3 $254.0
Employment costs _ 32.0 63.3
Reorganization and severance payments, current portion (see Note 8) 12.5 121
Asbestos-related claims, current portion (see Note 27) - 175.0
Other 51.2 87.1
Total 238.0 $591.5

Certain accounts payable and accrued expenses have been categorized as liabilities subject to compromise (see Note
4).

NOTE 15. DEBT

Average Average
year-end year-end
($ millions) 2000 interest rate 1999 interest rate
Borrowings under lines of credit $ 450.0 7.18% - -
DIP Facility 5.0 9.50% - -
Commercial paper ' 49.7 6.75% $495.9 6.20%
Foreign banks 11.7 5.58% 20.0 5.57%
Bank loans due 2001-2006 445 5.94% 427 6.26%
9.00% medium-term notes due 2001 7.5 9.00% 256 8.96%
6.35% senior notes due 2003 200.0 6.35% 199.9 6.35%
6.50% senior notes due 2005 150.0 6.50% 149.7 6.50%
9.75% debentures due 2008 125.0 9.75% 125.0 9.75%
7.45% senior notes due 2029 200.0 7.45% 199.8 7.45%
7.45% senior quarterly interest bonds due 2038 180.0 7.45% 180.0 7.45%
Industrial development bonds 29.8 4.97% 29.8 5.27%
Capital lease obligations 7.1 7.25% 114 7.25%
Other 216 12.34% 113 8.75%
Subtotal 1,481.9 7.27% 1,491.1 6.92%
Less debt subject to compromise 1,400.4 7.35% - -
Less current portion and short-term debt 247 6.69% 102.0 6.61%
Total long-term debt, less current portion $56.8 5.55% $ 1,389.1 6.94%
Scheduled payment of long-term debt (million)
2001 $81 2004 $26
2002 3.1 2005 1.0

2003 3.1

In accordance with SOP 90-7, AWI stopped recording interest expense on unsecured prepetition debt effective
December 6, 2000.

Debt included in liabilities subject to compromise consisted of the following at December 31, 2000.

($ millions) 2000
Borrowings under lines of credit $450.0
Commercial paper 497
9.00% medium-term notes due 2001 7.5
6.35% senior notes due 2003 200.0
6.50% senior notes due 2005 150.0
9.75% debentures due 2008 125.0
7.45% senior notes due 2029 200.0
7.45% senior quarterly interest bonds due 2038 180.0
Industriai development bonds 19.5
Other 18.7

Total debt subject to compromise $1.4004
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Borrowings under the DIP Facility, if any, will constitute superpriority administrative expense claims in the Chapter 11
Cases. As of December 31, 2000, AWI has borrowed $5.0 million under the DIP Facility. The DIP Facility expires no
later than December 6, 2002 and borrowings are limited to an adjusted amount of receivables, inventories and
property, plant and equipment. Depending on the amount of borrowings, the DIP Facility carries an interest rate range
of either Chase's Alternate Bank Rate plus 50 basis points to 100 basis points or LIBOR plus 150 basis points to 200
basis points. The DIP Facility also contains several covenants including, among other things, limits on asset sales,
capital expenditures and a required ratio of debt to cash flow. Prior to final Court approval of the DIP Facility, which
was obtained on February 7, 2001, AWI had preliminary available borrowings of $145 million as of December 31,
2000.

On March 16, 1999, AWM filed a shelf registration statement for $1 billion of combined debt and equity securities. On
May 19, 1999, AWI completed an offering under the shelf registration statement of $200 million aggregate principal
amount of 7.45% senior notes due 2028. The net proceeds from this offering were used to repay other indebtedness of
AWI.

Other debt includes an $18.6 million zero-coupon note due in 2013 that was fully amortized to its face value due to the
Chapter 11 filing.

In addition, Armstrong's foreign subsidiaries have approximately $38.9 million of unused short-term lines of credit
available from banks. The credit lines are subject to immaterial annual commitment fees.

In order to maintain the ratio of fixed to floating rate debt which management believes is appropriate, Armstrong
maintained $150 million of interest rate swaps during most of 2000. Armstrong received fixed rates and paid floating
rates on these swaps. However, all but one of the interest rate swap agreements was terminated when Armstrong
defaulted on its commercial paper obligations on November 22, 2000. Details of the outstanding swap agreement as
of December 31, 2000 are as follows:

Notionat Market
Maturity date ($ millions amount Pays Receives value
Aug. 15, 2003 $20.0 3 mo. LIBOR 6.54% $0.3

This interest rate swap agreement was subsequently terminated by the counter-party on February 26, 2001.

NOTE 16. FINANCIAL INSTRUMENTS
Armstrong does not hold or issue financial instruments for trading purposes. The estimated fair values of Armstrong's
financial instruments are as follows:

2000 carrying Estimated 1999 carrying  Estimated

(In millions at December 31) amount fair value amount fair value
Liabilities:
Debt subject to compromise $1,400.4 $ 386.6 - -
Long-term debt, including current portion 64.9 64.9 $1,425.2 $1,369.2
Off-balance sheet financial instruments:
Foreign currency contract obligations - 0.2 - 94
Foreign currency options - - - 0.2
Letters of credit/financial guarantees - 165.6 - 252.2
Lines of credit - 39.1 - 1,088.1
Interest rate swaps - 0.3 - (4.1)

Fair values were determined as follows:

The carrying amounts of cash and cash equivalents, receivables, accounts payable and accrued expenses, short-term
debt and current installments of long-term debt approximate fair value because of the short-term maturity of these
instruments. The fair value estimates of long-term debt were based upon quotes from major financial institutions
taking into consideration current rates offered to Armstrong for debt of the same remaining maturities. Foreign
currency contract obligations and options, as well as interest rate swaps, are estimated by obtaining quotes from major
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financial institutions. Letters of credit, financial guarantees and lines of credit amounts are based on the estimated
cost to settle the obligations. :

NOTE 17. INCOME TAXES .

The tax effects of principal temporary differences between the carrying amounts of assets and liabilities and their tax
bases are summarized in the table below. Management believes it is more likely than not that the results of future
operations will generate sufficient taxable income to realize deferred tax assets except for certain foreign tax credit and
net operating loss carryforwards for which Armstrong has provided a valuation allowance of $69.8 million. The $6.4
million of U.S. foreign tax credit will expire in 2005. Armstrong has $879.0 million of state net operating losses with
expirations between 2001 and 2020, and $82.9 million of foreign net operating losses which will be carried forward
indefinitely. The $1.3 million decrease in the valuation allowance is attributable to a $24.7 million decrease in foreign
net operating loss and capital loss carryforwards in connection with the sale of the Insulation Products segment (see

Note 6) and a $23.4 million increase due to unused state net operating loss and U.S. foreign tax credit.

Deferred income taxes (millions) 2000 1999
Postretirement and postemployment benefits ($92.0) (86.1)
Chapter 11 reorganization costs and restructuring costs (35.9) (3.3)
Asbestos-related liabilities (241.7) (238.5)
Foreign tax credit carryforward (6.4) -
Net operating losses (94.6) (62.2)
Capital loss carryforwards - (20.2)
Other (86.8) (58.7)

Total deferred tax assets (557.4) (469.0)

Valuation allowance 69.8 711

Net deferred tax assets (487.6) (397.9)
Accumulated depreciation 173.7 183.0
Pension costs 105.9 69.3
Insurance for asbestos-related liabilities 85.4 103.6
Tax on unremitted earnings 27.0 =
Other 63.3 454

Total deferred income tax liabilities 455.3 401.3

Net deferred income tax liabilities (assets) (32.3) 34

Income tax benefit — current (9.8) (40.4)

Deferred income tax liability (asset) —noncurrent ($22.5) $43.8

Details of taxes (millions) 2000 1999 1998

Eamings (loss) from continuing operations before income taxes:

Domestic ($ 135.4) 458 (63.7)
Foreign 15.4 449 204
Eliminations (9.9) (119.5) (27.1)
Total ($ 129.9) ($28.8) ($.70.4)
Income tax provision (benefit):
Current.
Federal ($ 11.3) $158 11.2
Foreign 6.5 43 7.1
State 1.8 3.0 13
Total current (3.0) 23.1 19.6
Deferred:
Federal (32.7) (36.8) (48.2)
Foreign (5.1) 8.2 3.3
State 03 0.5 0.4
Total deferred 37.5 (27.9) 44.5
Total income taxes (benefit) 40.5 4.8 24.9
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At December 31, 2000, unremitted earnings of subsidiaries outside the U.S. were $169.0 million (at December 31,
2000 balance sheet exchange rates). Armstrong expects to repatriate $77.0 million of earnings and has provided $27.0
million of U.S. taxes. No U.S. taxes have been provided on the remaining unremitted earnings as it is Armstrong's
intention to invest these earnings permanently. If such earnings were to be remitted without offsetting tax credits in the
U.S., withholding taxes would be $4.2 million.

Reconciliation to U.S. statutory tax rate (millions) 2000 1999 1998
Continuing operations tax (benefit) at statutory rate (3 45.5) (% 10.0) (324.6)
State income taxes, net of federal benefit 1.8 2.0 1.7
(Benefit) on ESOP dividend (1.0) (1.3) (1.2)
Tax on foreign and foreign-source income 29 34 4.4
Capital loss (0.8) - -
Equity in (earnings) of affiliates - - (6.2)
Insurance programs 0.1 (0.6) (1.0)
Goodwill 9.9 71 3.3
Change in valuation allowance - (4.0) -
Sale of subsidiary 9.1 -- -
Other items 12 (1.4 (1.3)
Tax expense (benefit) at effective rate : 40.5 {($4.8) ($24.9)
Other taxes (millions) 2000 199¢ 1998
Payroll taxes $59.7 $66.8 $51.3
Property, franchise and capital stock taxes 26.2 240 19.6
NOTE 18. OTHER LONG-TERM LIABILITIES

{millions) 2000 1999

Deferred compensation $349 $428

Other 36.2 48.7

Total other long-term liabilities $ 71.1 $ 915

NOTE 19. RETIREMENT SAVINGS AND STOCK OWNERSHIP PLAN (RSSOP) -

in 1989, Armstrong established an Employee Stock Ownership Plan (“ESOP”) that borrowed $270 million from banks
and insurance companies, repayable over 15 years and guaranteed by Armstrong. The ESOP used the proceeds to
purchase 5,654,450 shares of a new series of convertible preferred stock issued by Armstrong. in 1986, the ESOP
was merged with the Retirement Savings Plan for salaried employees (a defined-contribution pension plan) to form the
Retirement Savings and Stock Ownership Plan (“RSSOP"). On July 31, 1996, the trustee of the ESOP converted the
preferred stock held by the trust into approximately 5.1 million shares of common stock at a one-for-one ratio.

The number of shares released for allocation to participant accounts has been based on the proportion of principal and
interest paid to the total amount of debt service remaining to be paid over the life of the borrowings. Through
December 31, 2000, the RSSOP allocated 2,676,000 shares to participants that remain outstanding, retired 1,318,000
shares, Armstrong issued 437,000 treasury shares and the trustee purchased 242,000 shares on the open market as
part of meeting the necessary funding requirements. As of December 31, 2000, there were approximately 2,340,000
shares in the RSSOP that had yet to be allocated to participants.

All RSSOP shares are considered outstanding for earnings per share calculations. Historically, dividends on allocated
shares were credited to employee accounts while dividends on unallocated shares were used to satisfy debt service
payments.

The RSSOP currently covers parent company nonunion employees and some union employees.
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Details of ESOP debt service payments (millions) 2000 199 1998

Common stock dividends paid $45 $89 $9.0
Employee contributions 1.2 7.7 9.8
Company contributions . 7.0 8.9 11.4
Company loans to ESOP 7.3 129 10.1
Debt service payments made by ESOP trustee 20.0 38.4 $40.3

Armstrong recorded costs for the RSSOP of $10.5 milfion in 2000, $13.1 million in 1999 and $6.9 million in 1998.

The trustee borrowed from Armstrong $7.3 million in 2000, $12.9 million in 1999 and $10.1 million in 1998. These
loans were made to ensure that the financial arrangements provided to employees remain consistent with the original
intent of the RSSOP. Such loans receivable were included as a component of shareholder’s equity. in December
2000 in connection with the Chapter 11 Filing of AWI and default on RSSOP loan obligations, Armstrong recorded an
impairment charge of $43.3 million related to these loans. The impairment was recorded as a component of Chapter
11 reorganization costs.

On November 22, 2000, Armstrong failed to repay $50 million in commercial paper that was due. As a result, the
remaining ESOP bond principal balance of $142.2 million became immediately payable, along with a $15.5 million
interest and tax make-whole premium. Additionally, the December 2000 ESOP debt service payment was not made.
As a result of the Chapter 11 filing, Armstrong’s ESOP loan guarantee of $157.7 miillion is now classified as a liability
subject to compromise.

Armstrong has amended the RSSOP to provide for a cash match of employee contributions in lieu of the stock match.
Armstrong recorded an expense of $0.5 million in 2000 related to the cash match. The RSSOP Plan document wili be
revised to reflect this change.

NOTE 20. STOCK-BASED COMPENSATION PLANS

Awards under the 1993 Long-Term Stock Incentive Plan ("1993 Plan") may be in the form of stock options, stock
appreciation rights in conjunction with stock options, performance restricted shares and restricted stock awards. No
additional shares of common stock may be issued under the 1993 Plan.

During 1999, Armstrong adopted the 1999 Long-Term Incentive Plan (1999 Plan") which replaced the 1993 Plan. The
1999 Pian is similar to the 1993 Plan in that it provides for the granting of incentive stock options, nonqualified stock
options, stock appreciation rights, performance-restricted shares and restricted stock awards. The 1899 Plan also
incorporates stock awards and cash incentive awards. No more than 3,250,000 shares of common stock may be
issued under the 1999 Plan, and no more than 300,000 of the shares may be awarded in the form of performance
restricted shares, restricted stock awards or stock awards. No awards under the 1999 Plan will be granted after April
25, 2009. Pre-1999 grants made under predecessor plans will be governed under the provisions of those plans.

During 2000, Armstrong adopted the Stock Award Plan (“2000 Plan”) to enable stock awards and restricted stock
awards to officers, key employees and non-employee directors. No more than 750,000 treasury shares may be
awarded under the 2000 Plan. The 2000 Plan will remain in effect until the earlier of the grant of all the shares allowed
under the plan or termination of the plan by the Board of Directors.

Approximately 1,702,000 stock options were cancelled as a result of a restricted stock for stock option exchange
program offered to employees in 2000. Employees other than the CEO holding stock options were given a one-time
opportunity to exchange their stock options with exercise prices above $50 per share for shares of Armstrong
restricted stock based on specified conversion ratios. The shares issued under this exchange program were issued
under the 2000 Plan and will be fully vested by August 2002. Expenses related to this event were $1.5 million in 2000.

Options are granted to purchase shares at prices not less than the closing market price of the shares on the dates the

options are granted. The options generally become exercisable in one to three years and expire 10 years from the date
of grant.
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Changes in option shares outstanding

(thousands except for share price) 2000 1999 1998
Option shares at beginning of year 3,609.5 2,783.7 21613
Options granted 1,818.5 829.7 914.8
Option shares exercised - (54.5) (253.3)
Stock appreciation rights exercised - (0.2) (3.1)
Options canceiled (2,550.5) (49.2) (36.0)
Option shares at end of year 2,777.5 3,509.5 2,783.7
Option shares exercisable at end of year 973.3 1,828.0 1,372.0
Shares available for grant 4,068.7 3,307.3 788.7
Weighted average price per share:
Options outstanding $30.69 $58.48  $60.41
Options exercisable 48.92 57.12 52.38
Options granted 18.24 50.70 70.43
Option shares exercised N/A 36.17 41.68

The table below summarizes information about stock options outstanding at December 31, 2000.

Stock options outstanding as of December 31, 2000
(thousands except for life and share price)

Options outstanding Options exercisable
Weighted- Weighted-
Number average average Number Weighted-
Range of outstanding remaining exercise exercisable average
exercise prices at 12/31/00  contractual life price at 12/31/00 exercise price
$1.19-$18.00 200.0 9.8 $8.78 - -
$18.01 - $19.50 1,542.8 92 19.44 64.6 $19.44
$19.51 - $46.00 427.8 34 39.32 418.0 39.59
$46.01 - $60.00 4277 5.5 55.11 356.9 56.07
$60.01 - $84.00 179.2 6.9 73.14 133.8 73.21
27775 973.3

Performance restricted shares issuable under the 1993 and 1999 plans entitle certain key executive employees to earn
shares of Armstrong's common stock, but only if the total company or individual business units meet certain
predetermined performance measures during defined performance periods (generally three years). At the end of
performance periods, common stock awarded may carry additional restriction periods, during which time Armstrong
will hold the shares in custody until the expiration or termination of restrictions. Compensation expense will be
charged to earnings over the performance period. Within performance periods at the end of 2000 were 1,500
unvested performance restricted shares outstanding and 245 accumulated dividend equivaient shares. No
performance restricted share awards were earmned based on the performance period ending December 31, 2000.
Within restriction periods at the end of 2000 were 22,028 shares of restricted common stock outstanding based on
performance periods ending prior to 2000 with 3,599 accumulated dividend equivalent shares.

Restricted stock awards can be used for the purposes of recruitment, special recognition and retention of key
employees. Awards for 444,443 shares of restricted stock were granted (excluding performance-based awards
discussed above) during 2000. Of these restricted shares, 198,343 were granted under a restricted stock for stock
option exchange program. At the end of 2000, there were 422,241 restricted shares of common stock outstanding with
11,769 accumulated dividend equivaient shares.

SFAS No. 123, "Accounting for Stock-Based Compensation,” permits entities to continue to apply the provisions of
APB Opinion No. 25 and provide pro forma net earnings and pro forma earnings per share disclosures. Had
compensation cost for these plans been determined consistent with SFAS No. 123, Armstrong's net earnings would
have been reduced to the following pro forma amounts.
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(millions) 2000 1999 1998
Net earnings (loss):
As reported : $ 118 $ 143 $ (9.3
Pro forma _ 5.4 7.0 (16.1)

The fair value of grants was estimated on the date of grant using the Black-Scholes option pricing model with the
weighted-average assumptions for 2000, 1999 and 1998 presented in the table below. The weighted-average fair

value of stock options granted in 2000 was $2.08 per share.

2000 1999 1998
Risk-free interest rate 6.48% 6.34% 5.14%
Dividend yield 9.50% 5.75% 3.03%
Expected life 5 years 5 years 5 years
Volatility 28% 28% 28%

Because the SFAS No. 123 method of accounting has not been applied to grants prior to January 1, 1995, the
resulting pro forma compensation cost may not be representative of that to be expected in future years.

NOTE 21. EMPLOYEE COMPENSATION

Employee compensation is presented in the table below. Charges for severance costs and early retirement incentives
to terminated employees have been excluded. The increase in employee compensation from 1998 is primarily due to

the acquisitions of Triangle Pacific and DLW.

Employee compensation cost summary (millions) 2000 1999 1998

Wages and salaries $6319 $625.3 $ 516.8
Payroll taxes 59.7 66.8 51.3
Pension credits (38.1) (32.9) (38.5)
Insurance and other benefit costs 67.4 64.2 56.9
Stock-based compensation 4.4 4.2 5.0
Total 725.3 $7276 591.5

NOTE 22. PENSION AND OTHER BENEFIT PROGRAMS

Armstrong and a number of its subsidiaries have pension plans and postretirement medical and insurance benefit
plans covering eligible employees worldwide. Armstrong also has defined-contribution pension plans (including the
Retirement Savings and Stock Ownership Plan, as described in Note 19) for eligible employees. Benefits from
pension plans, which cover substantially all employees, are based on an employee’'s compensation and years of

. service. Pension plans are funded by Armstrong. Postretirement benefits are funded by Armstrong on a pay-as-you-
go basis, with the retiree paying a portion of the cost for health care benefits by means of deductibles and
contributions. Armstrong announced in 1989 and 1990 a 15-year phase-out of its health care benefits for certain future
retirees. These future retirees include parent company nonunion employees and some union employees. Shares of
RSSOP common stock were allocated to eligible active employees through June 2000, based on employee age and
years to expected retirement, to help employees offset their future postretirement medical costs. The RSSOP was
amended in November 2000 to suspend future allocations and starting in December 2000, Armstrong used cash to
fund this benefit.

Effective November 1, 2000, an amendment to the Retirement Income Plan (RIP), a qualified US defined benefit plan,
established an additional benefit known as the ESOP Pension Account to partially compensate active employee and
retiree ESOP shareholders for the decline in the market value of AHI's stock. The effect of this amendment had no
material impact to the financial position or results of operations in 2000, but will increase the benefit obligation by $88.7
million in 2001. The RIP Plan document will be revised to reflect these changes.

The following tables summarize the balance sheet impact, as well as the benefit obligations, assets, funded status and
rate assumptions associated with the pension and postretirement benefit plans. The plan assets are primarily stocks,
mutual funds and bonds. Included in these assets were 1,426,751 shares of Armstrong common stock at year-end
2000 and 1999.
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Pension Benefits

U.S. defined-benefit plans (millions) 2000 1999
Change in benefit obligation:

Benefit obligation as of January 1 $1,079.4 $1,163.5
Service cost 13.9 16.7
Interest cost 84.0 76.6
Plan participants’ contributions - -
Plan amendments 25.8 -
Divestitures (4.0) -
Effect of settlements (5.9) -
Effect of special termination benefits 14 17
Actuarial loss (gain) 33.0 (96.4)
Benefits paid (95.2) (82.7)
Benefit obligation as of December 31 $1.1324 $1.0794
Change in plan assets:

Fair value of plan assets as of January 1 $1,748.3 $1,874.9
Actual return (loss) on plan assets 137.9 (46.7)
Divestitures (3.7) -~
Effect of settiements (5.9 -
Employer contribution 9.2 2.8
Plan participants’ contributions - -
Benefits paid (95.2) (82.7)
Fair value of plan assets as of December 31 $1.790.6 $1,748.3
Funded status $658.2 $ 668.9
Unrecognized net actuarial loss (gain) (422.7) (483.9)
Unrecognized transition asset (8.3) (14.5)
Unrecognized prior service cost (benefit) 86.1 72.2
Net amount recognized $313.3 $242.7

The funded status of U.S. defined-benefit plans was determined using the assumptions presented in the table below.

Pension Benefits

U.S. defined-benefit plans 2000 1999
Weighted-average assumption as of

December 31:
Discount rate 7.50% 7.75%
Expected return on plan assets 9.50% 8.75%
Rate of compensation increase 4.25% 4.25%

Amounts recognized in the consolidated balance sheets consist of;

Pension Benefits

(millions) 2000 1999

Prepaid benefit costs $ 333.6 $264.2
Accrued benefit liability (34.5) (30.2)
Intangible asset 1.6 20
Other comprehensive income 126 6.7
Net amount recognized 313.3 $2427

Retiree Health and Life
Insurance Benefits

2000 1999
$2333  $2625
2.8 3.2
18.7 17.0
3.4 26
(0.1) -
-~ 4.1)
26.6 (24.9)
(26.1) (23.0)
$2586  $2333
$22.7 $20.5
34 26
26.1 (23.1)
$0.0 $0.0
$(258.6)  $(233.3)
486 23.0
(4.2) (5.1)
$(2142) $(215.4)

Retiree Heaith and Life
Insurance Benefits

2000 1999
7.50% 7.75%
n/a n/a
4.25% 4.25%

Retiree Health and Life
Insurance Benefits

2000 1999
$(2142)  $(215.4)
$(2142)  $(215.4)



Pension Benefits

U.S. pension plans with benefit obligations in excess of assets (millions) 2000 1999
Retirement benefit equity plan:

Projected benefit obligation, December 31 $447 $34.9
Accrued benefit obligation, December 31 34.5 30.2

Fair value of plan assets, December 31 - -

The components of pension credit are as follows:
Pension Benefits

U.S. defined-benefit plans (millions) 2000 1999 1998

Service cost of benefits eamed during the year $13.9 $16.7 $175
Interest cost on projected benefit obligation 84.0 76.6 72.6
Expected return on plan assets (153.6) (147.0) (136.2)
Amortization of transition asset (6.2) (6.2) (6.2)
Amortization of prior service cost 11.9 10.0 10.0
Recognized net actuarial gain (13.9) (17.3) (18.4)
Net periodic pension credit $(63.9) $(67.2) $(60.7)

Costs for other funded and unfunded pension plans were $4.3 million in 2000, $3.9 million in 1999 and $3.6 million in
1998. The components of postretirement benefit cost are as follows:

Retiree Health and
Life Insurance Benefits

U.S. defined-benefit plans (millions) 2000 1999 1998

Service cost of benefits eamned during the year $28 $3.2 $33
Interest cost on accumulated postretirement benefit obligation 18.7 17.0 17.2
Amortization of prior service benefit (0.9) (0.9) (0.9)
Recognized net actuarial loss 1.0 0.6 1.3
Net periodic postretirement benefit cost $216 $19.9 $209

For measurement purposes, a 6% annual rate of increase in the per capita cost of covered health care benefits was
assumed for 2000 and all future years. Assumed health care cost trend rates have a significant effect on the amounts
reported for the health care plans. A one-percentage-point change in assumed health care cost trend rates would have
the following effects:

One percentage point

U.S. retiree health and life insurance benefit pians (millions) Increase Decrease
Effect on total of service and interest cost components $2.1 $(1.7)
Effect on postretirement benefit obligation 210 (17.9)

Armstrong has pension plans covering employees in a number of foreign countries that utilize assumptions that are
consistent with, but not identical to, those of the U.S. plans. The following tables summarize the balance sheet impact
as well as the benefit obligations, assets, funded status and rate assumptions associated with pension benefits.
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Non-U.S. defined-benefit plans (millions)
Change in benefit obligation;

Benefit obligation as of January 1
Service cost

Interest cost

Plan participants’ contributions

Plan amendments

Acquisitions

Divestitures

Effect of settlements

Effect of special termination benefits
Foreign currency translation adjustment
Actuarial loss (gain)

Benefits paid

Benefit obligation as of December 31

Change in pian assets:

Fair value of plan assets as of January 1
Actual return on plan assets
Acquisitions

Divestitures

Employer contributions

Plan participants’ contributions

Effect of settiements

Foreign currency translation adjustment
Benefits paid

Fair value of plan assets as of December 31

Funded status

Unrecognized net actuarial gain
Unrecognized transition obligation
Unrecognized prior service cost
Net amount recognized

Pension Benefits

2000 1998
$2628  $287.0
5.2 6.7
12.5 16.2
1.5 1.2
0.7 -
18.0 -
(0.5) (2.6)
(33.6) -~
(0.7) 0.3
(21.6) (29.8)
14.6 (1.3)
(12.4) (14.9)

246.5 262.8

$123.8 $105.6

0.4 21.9
17.4 -
(0.5) -~
43.7 12.5

1.5 1.2

(33.6) -
(8.0) (2.5)

(12.4) (14.9)
$132.3  $1238

$(114.2) $(139.0)

(4.7) (32.9)
- 0.4
3.9 4.7

$(115.0)  $(166.8)

Amounts recognized in the consolidated balance sheets consist of:

(millions)

Prepaid benefit cost

Accrued benefit liability
Intangible asset

Other comprehensive income
Net amount recognized

Non-U.S. pension plans with benefit obligations
in excess of assets (millions)

Projected benefit obligation, December 31
Accrued benefit obligation, December 31

Fair value of plan assets, December 31

Pension Benefits

2000 1999
$3.2 $26
(123.9) (169.5)
0.1 -
5.6 0.1

$(115.0) $(166.8)

Pension Benefits

2000 1999
$1253  $166.0
1222 159.9
0.6 0.6
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The components of pension cost are as follows:

Non-U.S. defined-benefit plans (millions) 2000 1999
Service cost of benefits earned during the year $52 $6.7
Interest cost on projected benefit obligation 12.5 16.2
Expected return on pian assets (7.7) (6.1)
Amortization of transition obligation 0.1 0.2
Amortization of prior service cost 1.0 0.4
Recognized net actuarial gain 0.1 (0.1)
Net periodic pension cost 11.0 $17.3
Pension Benefits
Non-U.S. defined-benefit plans 2000 1999
Weighted-average assumption as of December 31:
Discount rate 5.69% 6.50%
Expected return on plan assets 6.43% 4.25%
Rate of compensation increase : 3.85% 3.75%

NOTE 23. LEASES

Armstrong rents certain real estate and equipment. Several leases include options for renewal or purchase and contain
clauses for payment of real estate taxes and insurance. In most cases, management expects that in the normal course
of business, leases will be renewed or replaced by other leases. As part of the Chapter 11 Cases, AWI must decide
whether to assume, assume and assign, or reject prepetition unexpired leases and other prepetition executory
contracts. AWI has been granted an extension until August 6, 2001 by the Court to make these decisions with respect
to prepetition unexpired leases of real property and this date may be further extended. With respect to prepetition
executory contracts and unexpired leases not related to real estate, AWI has until confirmation of a reorganization plan
to make these decisions unless such time is shortened by the Court. The accompanying financial statements do not
reflect any adjustment related to assumption or rejection of such agreements.

Rental expense was $16.9 million in 2000, $19.3 million in 1999 and $24.7 million in 1998. Future minimum payments
at December 31, 2000, by year and in the aggregate, having noncancelable lease terms in excess of one year were as
follows:

Capital Operating

Scheduled minimum lease payments (millions) leases Leases

2001 $0.9 $82
2002 1.0 5.1
2003 1.1 3.6
2004 2.1 2.8
2005 1.1 1.9
Thereafter 14 6.6
Total 7.6 28.2

|
].
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Armstrong has capital leases that have lease payments that extend until 2018. Assets under capital leases are
included in the consolidated balance sheets as follows:

(millions) 2000 1999

Land $38 $ 38

Building 4.5 4.5

Machinery 26.2 215

Less accumulated amortization (12.1) (6.2)

Net assets $22.4 $ 23.6

NOTE 24. SHAREHOLDER'S EQUITY

Treasury share changes for 2000, 1999 and 1998 are as follows:

Years ended December 31 {thousands) 2000 1999 1998
Common shares

Balance at beginning of year 11,628.7 11,856.7 11,759.5
Stock purchases (1) . 56.4 33.8 389.5
Stock issuance activity, net (291.9) (261.8) (292.3)
Balance at end of year 11,393.2 11,628.7 11.856.7

Note 1: Includes small unsolicited buybacks of shares, shares received under share tax withholding transactions and
open market purchases of stock through brokers.

In July 1986, the Board of Directors authorized Armstrong to repurchase 3.0 million shares of its common stock
through the open market or through privately negotiated transactions, bringing the total authorized common share
repurchases to 5.5 million shares. Under the total plan, Armstrong repurchased approximately 4,017,000 shares
through December 31, 1998, with total cash outlay of $248.1 million, including 355,000 repurchased in 1998. In June
1998, Armstrong halted purchases of its common shares under the common share repurchase program in connection
with its announcement to purchase Triangle Pacific and DLW.

The balance of each component of accumulated other comprehensive loss as of December 31, 2000, and December
31, 1999, is presented in the table below.

(millions) 2000 1999

Foreign currency transiation adjustments and hedging activities $29.3 $12.1
Unrealized loss on available for sale securities 2.0 -
Minimum pension liability adjustments 139 44
Total 45.2 16.5

The related tax effects allocated to each component of other comprehensive income (loss) presented in the table
below.

Pre-tax Tax After tax
(millions) Amount Benefit amount
Foreign currency transiation adjustments and hedging activities ($17.2) - ($17.2)
Unrealized loss on available for sale securities (2.0) - (2.0)
Minimum pension liability adjustments (13.4) $39 8.5)
Total ($ 32.6) $39 ($28.7)
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NOTE 25. SUPPLEMENTAL FINANCIAL INFORMATION

Selected operating expenses (millions) 2000 1999 1998
Maintenance and repair costs $112.0 110.0 107.8
Research and development costs 60.0 46.4 36.7
Advertising costs 376 394 38.1
Other expense (income), net (millions)
Interest and dividend income $ (5.5) $(2.0) $(3.3)
Gain on sale of businesses, net (60.2) (1.0) -
Demutualization proceeds (5.2) (2.6) -
Dal-Tile gain - - (12.8)
Domeco litigation expense - - 12.3
Foreign currency transaction gain (6.0) (0.4) 0.3
Other 2.3 0.7) 18
Total 74.6 6.7 (1.7
NOTE 26. SUPPLEMENTAL CASH FLOW INFORMATION
(mitlions) 2000 1999 1998
Interest paid $100.4 $102.7 $48.2
Income taxes paid 14.0 471 257
Acquisitions:

Fair value of assets acquired $ 556 $3.8 $1,031.9

Cost in excess of net assets acquired - - 948.3
Less:

Net assets in excess of consideration 242 - -

Liabilities assumed 249 = 804.5
Cash paid, net of cash acquired 6.5 3.8 1.175.7

NOTE 27. LITIGATION AND RELATED MATTERS

Asbestos-related Litigation

AW is a defendant in personal injury claims and property damage claims related to asbestos containing products. On
December 6, 2000, AW filed a voluntary petition for relief (“the Filing”) under Chapter 11 of the U.S. Bankruptcy Code
to use the court supervised reorganization process to achieve a fair and final resolution of its asbestos liability. See
ltem 1 for further discussion.

Background
AWI's involvement in asbestos litigation relates primarily to its participation in the insulation contracting business.

From around 1910 to 1933, AWI manufactured and installed some high-temperature insulation products, including
some that contained asbestos. In 1939, AWI expanded its contract installation service to provide a greater range of
high and low temperature contracting services to its customers. AWI generally manufactured its own low temperature
insulation products, but did not manufacture the high temperature products used in its contracting operations. Some of
the high temperature products furnished and installed in the contracting operations contained asbestos.

Effective January 1, 1958, AWI separated its insulation contracting business into a separate, independent subsidiary,
Armstrong Contracting and Supply Corporation (*ACandS”). From January 1, 1958 through August 31, 1969, ACandS
operated as an independent subsidiary in the insulation contracting business. During this time period, AWI licensed
certain tradenames and trademarks to ACandS, which ACandS placed on certain insulation products manufactured by
others. Other than two specific products, AWI did not manufacture or sell any asbestos-containing thermal insulation
products during this period. In August 1969, AW sold the ACandS subsidiary to a group of ACandS management
employees and ACandS continues to operate independently as a subsidiary of Irex Corporation. AWI had no
involvement with any asbestos-containing insulation materials after 1969.

100



In addition, AWI manufactured some resilient flooring that contained encapsulated asbestos until the early 1980’s.
AWI also manufactured some gasket materials that contained encapsulated asbestos until the mid-1980'’s.

Personal Injury Litigation

Nearly all the asbestos-related personal injury lawsuits brought against AWI relate to alileged exposure to asbestos-
containing high-temperature insulation products. The majority of these claims seek compensatory and punitive
damages. Claims may arise many years after first exposure to asbestos in light of the decades long latency period for
asbestos-related injury. Product identification and determining exposure periods are difficult and uncertain. Over the
long history of asbestos litigation involving hundreds of companies, various parties have tried to secure a
comprehensive resolution of the litigation. In 1991, the Judicial Panel for Multidistrict Litigation ordered the transfer of
federal cases to the Eastern District of Pennsylvania in Philadelphia for pretrial purposes. AWI supported this transfer.
Some cases are periodically released for trial, although the issue of punitive damages is retained by the transferee
court. That court has been instrumental in having the parties resolve large numbers of cases from various jurisdictions
and has been receptive to different approaches to the resolution of claims. Claims filed in state courts have not been
directly affected by the transfer.

Amchem Settlement Class Action

Georgine v. Amchem ("Amchem") was a settlement class action filed in the Eastern Distnct of Pennsylvania on
January 15, 1993, that included essentially all future personal injury claims against members of the Center for Claims
Resolution ("Center"), including AWI. It was designed to establish a nonlitigation system for the resolution of those
claims, and offered a method for prompt compensation to claimants who were occupationally exposed to asbestos if
they met certain exposure and medical criteria. Compensation amounts were derived from historical setlement data
and no punitive damages were to be paid. The settlement was designed to, among other things, minimize
transactional costs, including attorneys' fees; expedite compensation to claimants with qualifying claims; and relieve
the courts of the burden of handling future claims. The District Court, after exhaustive discovery and testimony,
approved the settlement class action and issued a preliminary injunction that barred class members from pursuing
claims against Center members in the tort system. The U.S. Court of Appeals for the Third Circuit reversed that
decision, and the reversal was sustained by the U.S. Supreme Court on September 25, 1997, holding that the
settlement class did not meet the requirements for class certification under Federal Rule of Civil Procedure 23. The
preliminary injunction was vacated on July 21, 1997, resulting in the immediate reinstatement of enjoined cases and a
loss of the bar against the filing of claims in the tort system.

Asbestos Claims Facility ("Facility") and Center for Claims Resolution ("Center”)

The Facility was established in 1985 to evaluate, settle, pay and defend all personal injury claims against member
companies. Resolution and defense costs were allocated by formula. The Facility subsequently dissolved, and the
Center was created in October 1988 by 21 former Facility members, including AWI. At the time of the Filing, there
were 16 members of the Center, including AWI. Insurance carriers, while not members, are represented ex officio on
the Center's governing board and have agreed annually to provide a portion of the Center's operational costs. The
Center adopted many of the conceptual features of the Facility and has addressed the claims in a manner consistent
with the prompt, fair resolution of meritorious claims. Resolution and defense costs are allocated by formula among
the member companies; adjustments over time due to the departure of some members and other factors resulted in
some increased share for AWL.

As a result of the Filing, AWI is no longer an active participant in the Center. The extent and amount of AW liabilities
as a result of its participation in the Center have not been determined, but will be determined in AW\'s Chapter 11
Case.

Number of Claims

The number of claims naming AWI as a defendant ranged from about 16,400 to 31,100 per year during the period from
1989 to 1997. However, subsequent to this time and up to the Filing, claim filings significantly surpassed this average
as approximately 87,500 and 50,700 claims were filed in 1998 and 1999 respectively. AWI had expected the number
of claims to decline in 2000. However, during the first eleven months of 2000 prior to the Filing, the Center received
and verified approximately 53,000 claims. Claims from major, established law firms did decline, but this decline was
more than offset by claims from new or previously low-volume taw firms.

Before filing under the Bankruptcy Code, AWI pursued broad-based settlements of claims through the Center. The
Center had reached Strategic Settlement Program (*SSP”) agreements with law firms that covered approximately
130,000 claims that named AWI as a defendant, including agreements with 17 law firms covering approximately
36,800 claims during the first eleven months of 2000. These agreements typically provided for muitiyear payments for
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settlement of current claims and established specific medical and other criteria for the settlement of future claims as
well as annual limits on the number of claims that can be filed by these firms. These agreements also established fixed
settlement values for different asbestos-related medical conditions which were subject to periodic re-negotiation over a
period of 2 to 5 years. The plaintiff law firms were required to recommend settlements to their clients although future
claimants are not legally obligated to accept the settlements. These agreements also provided for nominal payments to
future claimants who are unimpaired but who are eligible for additional compensation if they develop a more serious
asbestos-related iliness. The Center could terminate an agreement with an individual law firm if a significant number
of that firm’s clients elect not to participate under the agreement. For some agreements, the component of the
agreement that covered future claims was subject to re-negotiation if members left the Center. As a result of the

Filing, AWI's obligations with respect to these settlements will be determined in the context of its Chapter 11 Case.

Fourth Quarter 2000 Events

On October 5, 2000, Owens Corning Fiberglass (“OCF"), a manufacturer of insulation, filed for protection under
Chapter 11 of the Bankruptcy Code to address its asbestos liability. This filing adversely impacted AWI's negotiations
to obtain a 364-day credit facility which were underway at the time. This credit facility was to replace an existing $450
million credit facility that expired on October 19, 2000. Following the OCF filing, the potential participants in the new
credit facility decided to reevaluate their credit exposures to AWI, primarily due to AW!'s asbestos liability. AWI could
not reach agreement on a new facility with acceptable terms. The existing $450 million credit facility expired on
October 19, 2000. '

Additionally, AWI was concerned that a possible upward bias in the settiement demands of asbestos plaintiffs would
occur given the exit from the tort system of OCF, an important defendant in asbestos litigation.

As set forth above, AWI filed for relief under Chapter 11 of the Bankruptcy Code on December 6, 2000. As a result,
holders of asbestos claims are stayed from continuing to prosecute pending litigation and from filing new lawsuits
against AWL. In addition, AWI ceased making payments with respect to asbestos claims, including payments pursuant
to the outstanding SSP agreements. A separate creditors committee representing the interests of asbestos claimants
has been appointed in the Chapter 11 Cases.

As a result of the Filing, AWI's present and future asbestos liability will be addressed in the Chapter 11 Case rather
than through the Center and a multitude of lawsuits in different jurisdictions throughout the U.S. AW believes that the
Chapter 11 process provides it with the opportunity to change its approach to its asbestos liability and
comprehensively address that liability in one forum. It is anticipated that all present and future asbestos claims will be
resolved in the Chapter 11 Case, which couid take several years.

Asbestos-Related Personal Injury Liability

In evaluating its estimated asbestos-related personal injury liability prior to the Filing, AWI reviewed, among other
things, recent and historical settlement amounts, the incidence of past and recent claims, the mix of the injuries and
occupations of the plaintiffs, the number of cases pending against it and the status and results of broad-based
settiement discussions. Based on this review, AWI estimated its share of liability to defend and resolve probable
asbestos-related personal injury claims. This estimate was highly uncertain due to the limitations of the available data
and the difficulty of forecasting with any certainty the numerous variables that could affect the range of the liability.

AWI believes the range of probable and estimable liability is more uncertain now than previously. There are significant
differences in the way the asbestos claims may be addressed under the bankruptcy process when compared to the
tort system. Accordingly, AWI currently is unable to ascertain how prior experience with the number of claims and the
amounts to settle claims will impact its ultimate liability in the context of its Chapter 11 Case.

As of September 30, 2000, AWl's estimate of its asbestos-related liability that was probable and estimable through
2006 ranged from $758.8 million to $1,363.3 million. AWI concluded that no amount within that range was more likely
than any other and, therefore, reflected $758.8 miillion as a liability in the condensed consolidated financial statements
in accordance with generally accepted accounting principles. Due to the increased uncertainty created as a result of
the Filing, no change has been made to the previously recorded liability except to record payments of $68.2 million
against that accrual in October and November 2000. The balance at December 31, 2000 is $690.6 million. Itis
reasonably possibie, however, that the actual liability could be significantly higher than the recorded liability. As the
Chapter 11 Cases proceed there should be more clarity as to the extent of the liability to be addressed in the Chapter
11 Cases.
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Collateral Requirements

During 2000, AWI had secured a bond for $56.2 million to meet minimum collateral requirements established by the
Center with respect to asbestos claims asserted against AWL. On October 27, 2000, the insurance company that
underwrote the surety bond informed AWI and the Center of its intention not to renew the surety bond effective
February 28, 2001. On February 6, 2001, the Center advised the surety of the Center's demand for payment of the
face value of the bond. The surety filed a motion with the Court seeking to restrain the Center from drawing on the
bond. The motion was not granted.

Property Damage Litigation
AW is also one of many defendants in six pending property damage claims as of December 31, 2000 that were filed

by public and private building owners. These cases present allegations of damage to the plaintiffs’ buildings caused
by asbestos-containing products and generally seek compensatory and punitive damages and equitable relief,
including reimbursement of expenditures for removal and replacement of such products. In the second quarter of 2000,
AWI was served with a lawsuit seeking class certification of Texas residents who own property with asbestos-
containing products. This case includes allegations that AWI asbestos-containing products caused damage to
buildings and generally seeks compensatory damages and equitable relief, including testing, reimbursement for
removal and diminution of property value. AWI vigorously denies the validity of the allegations against it in these
actions and, in any event, believes that any costs will be covered by insurance. Continued prosecution of these
actions and the commencement of any new asbestos property damage actions are also stayed due to the Filing.
Consistent with prior periods and due to increased uncertainty, AWI has not recorded any liability related to these
claims.

Insurance Coverage

During relevant time periods, AWI purchased primary and excess insurance policies providing coverage for personal
injury claims and property damage claims. Certain policies also provide coverage to ACandsS, Inc., the former
subsidiary of AWI discussed above under “Background”. AWI and ACandS agreed to share certain coverage on a
first-come first-served basis and to reserve for ACandS a certain amount of excess coverage.

Wellington Agreement

In 1985, AWI and 52 other companies (asbestos defendants and insurers) signed the Wellington Agreement. This
Agreement settled disputes concerning personal injury insurance coverage with signatory carriers. It provides broad
coverage for both defense and indemnity and applies to both products hazard and nonproducts (general liability)
coverages. Most of AWI resolutions of asbestos-related personal injury products hazard coverage matters with its
solvent carriers has been achieved through the Wellington Agreement or other settlements.

Insurance Recovery Proceedings

A substantial portion of AWI's primary and excess remaining insurance asset is nonproducts (general liability)
insurance for personal injury claims, inciuding among others, those that invoive alleged exposure during AWY's
installation of asbestos insulation materials. AWI has entered into settlements with a number of the carriers resolving
its coverage issues. However, an alternative dispute resolution (“ADR”) procedure under the Wellington Agreement is
under way against certain carriers to determine the percentage of resolved and unresolved claims that are
nonproducts claims, to establish the entitlement to such coverage and to determine whether and how much
reinstatement of prematurely exhausted products hazard insurance is warranted. The nonproducts coverage
potentially available is substantial and includes defense costs in addition to limits. The carriers have raised various
defenses, including waiver, laches, statutes of limitations and contractual defenses. One primary carrier alleges that it
is no longer bound by the Wellington Agreement, and another alleges that AWI agreed to limit its claims for
nonproducts coverage against that carrier when the Wellington Agreement was signed. The ADR process is in the trial
phase of binding arbitration. One insurer has taken the position that it is entitled to litigate in court certain issues in the
ADR proceeding. During 1999, AWI received preliminary decisions in the initial phases of the trial proceeding of the
ADR which were generally favorable to AWI on a number of issues related to insurance coverage. However, during
the fourth quarter of 2000, a new trial judge was selected for the ADR. AWI is uncertain at this time as to the impact,
if any, this change will have on the preliminary decisions of the initial phases of the ADR. Further, management
believes that one of the carriers has been experiencing financial difficulties, which could affect its ability to pay any
ultimate judgment. AWI! has not adjusted the recorded asset amount at December 31, 2000 related to this carrier.
Because of the continuing ADR process and the possibilities for appeal on certain matters, AW has not yet completely
determined the financial implications of the ADR proceedings.
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Insurance Asset

An insurance asset in respect of asbestos personal injury claims in the amount of $268.3 million is recorded as of
December 31, 2000. Of the total recorded asset, approximately $77.2 million represents partial settlement for previous
claims that will be paid in a fixed and determinable flow and is reported at its net present value discounted at 6.50%.
The total amount recorded reflects AWI's belief in the availability of insurance in this amount, based upon AWl's
success in insurance recoveries, recent settlement agreements that provide such coverage, the nonproducts
recoveries by other companies and the opinion of outside counsel. Such insurance is either available through
settlement or probable of recovery through negotiation, litigation or resolution of the ADR process that is in the trial
phase of binding arbitration. Depending on further progress of the ADR, activities such as settlement discussions with
insurance carriers party to the ADR and those not party to the ADR, the final determination of coverage shared with
ACandS and the financial condition of the insurers, AWI may revise its estimate of probable insurance recoveries.
Approximately $86 million of the $268.3 million asset is determined from agreed coverage in place and is therefore
directly related to the amount of the liability and could decrease if the final amount of the liability decreases. Of the
$268.3 million asset, $32.2 million has been recorded as a current asset reflecting management's estimate of the
minimum insurance payments to be received in the next 12 months.

A significant part of the recorded asset relates to insurance that AWI believes is probable and will be obtained through
settlements with the various carriers. Due to the Filing, the settlement process may be delayed, pending further
clarification as to the asbestos liability. While AWI believes the Chapter 11 process will strengthen its position on
resolving disputed insurance and may therefore result in higher settlement amounts than recorded, there has been no
change in the recorded amounts due to the uncertainties created by the Filing. Accordingly, this asset could aiso
change significantly based upon events which occur in the Court. Management estimates that the timing of future cash
payments for the remainder of the recorded asset may extend beyond 10 years.

Income Statement Charges

AWI recorded charges to increase its estimate of probable asbestos-related liability by $236.0 million in the second
quarter of 2000, $335.4 million in 1999 and $274.2 million in 1998. Prior to 1998, charges to increase the liability were
effectively offset by corresponding increases in related insurance recoveries.

Cash Flow Impact

AWI paid $226.9 million for asbestos-related claims in the first eleven months of 2000 compared to $173.0 million in all
of 1999. AWI received $27.7 million in asbestos-related insurance recoveries during 2000 compared to $58.7 miillion
during 1999. During the pending Chapter 11 cases, AWI does not expect to make any further cash payments for
asbestos-related claims, but AWI may continue to receive insurance proceeds under the terms of various settlement
agreements.

Conclusion

Many uncertainties exist surrounding the financial impact of AWI's involvement with asbestos litigation. These
uncertainties inciude the impact of the Filing and the Chapter 11 process, the number of future claims to be filed, the
impact of any potential legislation and the impact of the ADR proceedings on the insurance asset. Accordingly, AWl is
not revising its previously recorded liability. However, it is reasonably possible that AWI's total exposure to personal
injury asbestos claims may be significantly different than the recorded liability.

Environmental Matters

Most of Armstrong’s manufacturing and certain of Armstrong's research facilities are affected by various federal, state
and local environmental requirements relating to the discharge of materials or the protection of the environment.
Armstrong has made, and intends to continue to make, necessary expenditures for compliance with applicable
environmental requirements at its operating facilities. Armstrong incurred capital expenditures of approximately $6.2
million in 2000, $5.5 million in 1999 and $6.7 million in 1998 associated with environmental compliance and control
facilities. Armstrong anticipates that annual expenditures for those purposes will not change materially from recent
experience. Armstrong does not anticipate that it will incur significant capital expenditures in order to meet the
requirements of the Clean Air Act of 1890 and the final implementing regulations promulgated by various state
agencies. However, applicable requirements under the Clean Air Act and other federal and state environmental laws
continue to change. Until all new regulatory requirements are known, Armstrong cannot predict with certainty future
capital expenditures associated with compliance with environmental requirements.
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As with many industrial companies, Armstrong is currently involved in proceedings under the Comprehensive
Environmental Response, Compensation and Liability Act ("Superfund"), and similar state laws at approximately 22
sites. In most cases, Armstrong is one of many potentially responsible parties ("PRPs") who have potential liability for
the required investigation and remediation of each site and who, in some cases, have agreed to jointly fund that
required investigation and remediation. With regard to some sites, however, Armstrong disputes the liability, the
proposed remedy or the proposed cost allocation among the PRPs. Armstrong may aiso have rights of contribution or
reimbursement from other parties or coverage under applicable insurance policies. Armstrong has also been
remediating environmental contamination resulting from past industrial activity at certain of its former plant sites.
Armstrong’s payments and remediation work on these sites is under review under light of our Chapter 11 filing.

Estimates of Armstrong’s future environmental liability at any of the Superfund sites or current or former plant sites are
based on evaluations of currently available facts regarding each individual site and consider factors such as
Armstrong's activities in conjunction with the site, existing technology, presently enacted laws and regulations and prior
company experience in remediating contaminated sites. Although current law imposes joint and several liability on all
parties at any Superfund site, Armstrong’s contribution to the remediation of these sites is expected to be limited by the
number of other companies also identified as potentially liable for site costs. As a result, Armstrong's estimated liability
reflects only Armstrong's expected share. In determining the probability of contribution, Armstrong considers the
solvency of the parties, whether liability is being disputed, the terms of any existing agreements and experience with
similar matters. The Chapter 11 Cases also may affect the ultimate amount of such contnbutions.

Liabilities of $13.5 million at December 31, 2000 and $13.2 million at December 31, 1999 were for potential
environmental liabilities that Armstrong considers probable and for which a reasonable estimate of the probable liability
could be made. Where existing data is sufficient to estimate the liability, that estimate has been used; where only a
range of probable liability is available and no amount within that range is more likely than any other, the lower end of
the range has been used. As assessments and remediation activities progress at each site, these liabilities are
reviewed to reflect additional information as it becomes available. Due to the Chapter 11 Filing, $6.4 million of the
December 31, 2000 environmental liabilities are classified as prepetition liabilities subject to compromise. As a general
rule, such pre-petition liabilities that do not preserve company assets are addressed in the context of the Chapter 11
Cases. The estimated liabilities do not take into account any claims for recoveries from insurance or third parties.
Such recoveries, where probable, have been recorded as an asset in the consolidated financial statements and are
either available through settiement or anticipated to be recovered through negotiation or litigation.

Actual costs to be incurred at identified sites may vary from the estimates, given the inherent uncertainties in
evaluating environmental liabilities. Subject to the imprecision in estimating environmental remediation costs,
Armstrong believes that any sum it may have to pay in connection with environmental matters in excess of the
amounts noted above would not have a material adverse effect on its financial condition, liquidity or results of
operations, although the recording of future costs may be material to earnings in such future period.

Note 28 — DIFFERENCES BETWEEN ARMSTRONG HOLDINGS INC. AND ARMSTRONG WORLD INDUSTRIES,
INC.

The difference between the financial statements of AHI and Armstrong is primarily due to transactions related to the
formation of Armstrong Holdings, Inc. and stock activity.
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Independent Auditors' Report

The Board of Directors,
Armstrong World Industries, Inc.:

We have audited the accompanying consolidated financial statements of Armstrong World Industries, Inc. and
subsidiaries (“the Company”) as listed in the accompanying index on page 35. In connection with our audits of the
consolidated financial statements, we also have audited the financial statement schedule as listed in the
accompanying index on page 35. These consolidated financial statements and financial statement schedule are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated
financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Armstrong World Industries, Inc. and subsidiaries as of December 31, 2000 and 1999, and the
results of their operations and their cash flows for each of the years in the three-year period ended December 31,
2000, in conformity with accounting principles generally accepted in the United States of America. Also, in our opinion,
the related financial statement schedule, when considered in relation to the basic consolidated financial statements
taken as a whole, presents fairly, in all material respects, the information set forth therein.

The accompanying consolidated financial statements have been prepared assuming that the Company will continue as
a going concern. As discussed in Note 1 to the consolidated financial statements, the Company and two of its
domestic subsidiaries filed separate voluntary petitions for relief under Chapter 11 of the United States Bankruptcy
Code in the United States Bankruptcy Court on December 6, 2000. The Company has also defaulted on certain debt
obligations. Although the Company and these operating subsidiaries are currently operating their businesses as
debtors-in-possession under the jurisdiction of the Bankruptcy Court, the continuation of their businesses as going
concermns is contingent upon, among other things, the ability to formulate a plan of reorganization which will gain
approval of the creditors and confirmation by the Bankruptcy Court. The filing under Chapter 11 and the resulting
increased uncertainty regarding the Company'’s potentiai asbestos liabilities, as discussed in Note 27 of the
consolidated financial statements, raise substantial doubt about the Company'’s ability to continue as a going concern.
The accompanying consolidated financial statements and financial statement schedule do not include any adjustments
that might result from the outcome of these uncertainties.

KPMG LLP

February 26, 2001
Philadelphia, Pennsylvania
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

Not applicable.

PART Il

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS

The following information is current as of March 1, 2001. Each Executive Officer serves a one-year term until
reelected or until his or her earlier death, resignation, retirement or replacement.

Directors of Armstrong Holdings, Inc.

H. Jesse Arnelle — Age 67; Director since 1995, Member -- Audit Committee and Finance Committee. Mr. Arnelle is Of
Counsel with the law firm of Womble, Carlyle, Sandridge & Rice since October 1997 and former senior partner and co-
founder of Arnelle, Hastie, McGee, Willis & Greene, a San Francisco-based corporate law firm from which he retired in
1996. He is a graduate of Pennsylvania State University and the Dickinson School of Law. Armstrong has retained
Womble, Carlyle, Sandridge and Rice for many years, including 2000. Mr. Arnelle served as Vice Chairman (1992-
1995) and Chairman (1996-1998) of the Board of Trustees of the Pennsylvania State University. He serves on the
Boards of Waste Management, Inc., FPL Group, Inc., Eastman Chemical Company, Textron, inc. and Gannett
Corporation.

Van C. Campbell — Age 62; Director since 1991, Member - Audit Committee and Finance Committee (Chairman);
Former Vice Chairman, Corning incorporated. Mr. Campbell graduated from Cornell University and hoids an MBA
degree from Harvard University. He retired in 1999 as Vice Chairman of Corning Incorporated (glass and ceramic
products) and a member of its Board of Directors. He also serves on the Boards of Covance iInc., and Quest
Diagnostics Incorporated. Mr. Campbell is a Trustee of the Corning Museum of Glass.

Donaid C. Clark ~ Age 69; Director since 1996, Member -- Board Affairs and Governance Committee (Chairman) and
Management Development and Compensation Committee. Former Chairman of the Board, Household International,
Inc. Mr. Clark is a graduate of Clarkson University and Northwestern University where he earned his MBA degree. He
joined Household International, Inc. (consumer financial services) in 1955 and, after holding a number of managerial
and executive positions, was elected Chief Executive Officer in 1982 and Chairman of the Board in 1984. In 1994, he
relinquished the title of Chief Executive Officer and retired as a Director and Chairman of the Board in May 1996, as a
result of reaching Household's mandatory retirement age for employee directors. Mr. Clark is a life trustee of
Northwestern University and Chairman of the Board of Trustees of Clarkson University. He is also a Director of The
PMIi Group, Inc. and a life director of Evanston Northwestern Healthcare.

Judith R. Haberkorn — Age 54; Director since July 1998, Member — Board Affairs and Governance Committee and
Management Development and Compensation Committee. Retired President - Consumer Sales and Service, Bell
Atlantic. Ms. Haberkorn is a graduate of Briarcliff (N.Y.) College and completed the Advanced Management Program
at Harvard Business School. From 1998 until her retirement in June 2000, she served as President - Consumer Sales
& Service for Bell Atlantic (telecommunications). She previously served as President - Public & Operator Services
(1997-1998), also at Bell Atlantic, and Vice President - Material Management (1990-1997) for NYNEX Telesector
Resources Group (telecommunications). Ms. Haberkorn is a director of Enesco Corporation and serves on the
advisory board of Norfolk Southern. She is the chair of the Committee of 200 and a member of The International
Women's Forum and The Harvard Business School Network of Women Alumnae. She is a Vice President Emerita of
The Harvard Business School Alumni Advisory Board and a member of the Visiting Committee.
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John A. Krol - Age 64; Director since February 1998, Member - Board Affairs and Governance Committee and
Management Development and Compensation Committee; Former Chairman of the Board, E.l. du Pont de Nemours
and Company. Mr. Krol is a graduate of Tufts University where he also received a master's degree in chemistry. From
1997 until his retirement in 1998, he was Chairman of the Board of DuPont (chemicals, fibers, petroleum, life sciences
and diversified businesses), which he joined in 1963, and where he also served as Chief Executive Officer (1995-
1998}, President (1995-1997), Vice Chairman (1992-1995), and Senior Vice President of DuPont Fibers (1990-1992).
He is a director of Mead Corporation, Milliken & Company and Molecular Circuitry Inc. Mr. Krol also serves on the
Boards of Trustees of the Tufts University and the University of Delaware, and the corporate liaison board of the
American Chemical Society. He is on the advisory Boards of Teijin Limited and Bechtel Corporation. He is a trustee
of the Hagley Museum and the U.S. Council for International Business. He is also president of GEM: The National
Consortium for Graduate Degrees for Minorities in Engineering and Science, Inc.

David M. Levan — Age 55; Director since February 1998, Member -- Board Affairs and Governance Committee and
Management Development and Compensation Committee. Former Chairman, President and Chief Executive Officer,
Conrail, Inc. Mr. LeVan is a graduate of Gettysburg College and the Harvard University Advanced Management
Program. From May 1996 until his retirement in August 1998, he served as Chairman, President and Chief Executive
Officer of Conrail (rail freight transportation), which he joined in 1978, and where he also served as Chief Operating
Officer (1994-1996), Executive Vice President (1993-1994), and in various Senior Vice President positions (1990-
1993). Mr. LeVan is a member of the Board of Trustees of Gettysburg College. He is also a member of the Board of
the Philadelphia Fire Department Historical Corporation.

Michael D. Lockhart — Age 51; Director, Chairman of the Board and Chief Executive Office since August 2000.
Director since November 2000 and Chairman since March 2001 of Armstrong World Industries, Inc. Mr. Lockhart
previously served as Chairman and Chief Executive Officer of General Signal (a diversified manufacturer)
headquartered in Stamford, CT from September 1995 until it was acquired in October 1998. He joined General Signal
as President and Chief Operating Officer in September 1994. From 1981 until 1994, Mr. Lockhart worked for General
Electric in various executive capacities in the GE Credit Corporation (now GE Capital), GE Transportation Systems
and GE Aircraft Engines. He is a trustee of The Committee for Economic Development and a member of the Business
Council for the Graduate School of Business at the University of Chicago.

James E. Marley — Age 65; Director 1988; Member - Audit Committee (Chairman) and Finance Committee and
Director of Armstrong World Industries, Inc. Former Chairman of the Board, AMP Incorporated. Mr. Marley is a
graduate of Pennsylvania State University and earned a master's degree in mechanical engineering from Drexel
University. From 1993 untii his retirement (August 1998), he served as Chairman of the Board of AMP Incorporated
(electrical/electronic connection devices), which he joined in 1963 and where he served as President and Chief
Operating Officer (1990-1992) and President (1986-1990). He also serves on the Board of Arvin Meritor, Inc.

David W. Raisbeck — Age 51; Director since 1997, Member - Audit Committee and Finance Committee. Vice
Chairman, Cargill, Incorporated. Mr. Raisbeck is a graduate of lowa State University and the executive MBA program
at the University of Southern California. He joined Cargill, Incorporated (agricultural trading and processing
businesses) in 1971 and has held a variety of merchandising and management positions focused primarily in the
commodity and the financial trading businesses. Mr. Raisbeck was elected President of Cargill's Trading Sector in
June 1993, a Director of Cargill's Board in August 1994, Executive Vice President in August 1995 and Vice Chairman
in November 1999. He is a member of the Executive Committee and the ESOP Committee of the Cargill Board. He
also serves as a Director of Eastman Chemical. Mr. Raisbeck is a member of the Chicago Mercantile Exchange and
Minneapolis Grain Exchange. He is a governor of the lowa State University Foundation and a member of the Dean's
Advisory Council for the College of Business at lowa State University. He serves on the board of the Greater
Minneapolis YMCA.
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Jerre L. Stead — Age 58; Director since 1992, Member - Board Affairs and Governance Committee and Management
Development and Compensation Committee (Chairman). Retired Chairman and Chief Executive Officer, Ingram
Micro, Inc. Mr. Stead is a graduate of the University of lowa and was a participant in the Advanced Management
Program, Harvard Business School. From August 1996 until June 2000, he served as Chairman and Chief Executive
Officer of ingram Micro, Inc. (technology products and services). During 1985, he served as Chairman, President and
Chief Executive Officer of Legent Corporation (integrated product and service software solutions) until its sale late in
1995. He was Executive Vice President, American Telephone and Telegraph Company (telecommunications) and
Chairman and Chief Executive Officer of AT&T Global Information Solutions (computers and communicating), formerly
NCR Corp. (1993-1994). He was President of AT&T Global Business Communications Systems (communications)
(1991-1993) and Chairman, President and Chief Executive Officer (1989-1981) and President (1987-1989) of Square
D Company (industrial control and electrical distribution products). In addition, he held numerous positions during a
21-year career at Honeywell. He is a Director of Thomas & Betts, Conexant Systems, Inc., Brightpoint Inc. and
Mobility Electronics, Inc.

Executive Officers of Armstrong Hoidings, Inc.

Michael D. Lockhart — (See description, above.)

Frank A. Riddick, il — Age 44; Chief Executive Officer, Triangle Pacific Corp. since November 2000; President and
Chief Operating Officer, Armstrong Holdings, Inc. since August 2000. Previously Executive Vice President and Chief
Operating Officer since February 2000 and Senior Vice President, Finance and Chief Financial Officer, Armstrong
World Industries, Inc. since April 1995; Controller FMC Corporation, Chicago, IL (chemicals, machinery), May 1993 -
March 1995.

Matthew J. Angello — Age 41; Senior Vice President, Corporate Human Resources since October 2000. Previously
Vice President, Human Resources, Floor Products Operations, Armstrong World Industries, Inc. since January 1997,
Vice President and Senior Director, Human Resources, The Restaurant Company (food service) since 1992.

John N. Rigas — Age 52; Senior Vice President, Secretary and General Counsel since November 2000. Previously
Deputy General Counsel-Litigation, Armstrong World Industries, Inc. since March 1999; worked for Dow Corning
Corporation (specialty chemical company) from October 1982 until March 1999, his last title being Senior Managing
Counsel.

E. Follin Smith — Age 41; Senior Vice President and Chief Financial Officer since March 2000. Previously Vice
President and Treasurer, Armstrong World Industries, inc. since August 1998; and the foliowing positions with General
Motors Corporation (automobile manufacturer): Chief Financial Officer, Delphi Chassis Systems, April 1997-July 1998;
Assistant Treasurer, October 1994-April 1997; Vice President Finance, General Motors Acceptance Corporation, May
1994-September 1994; Treasurer, General Motors of Canada Limited, June 1992-April 1994.

William C. Rodruan — Age 46; Vice President and Controller since July 1999. Previously Director, Corporate
Transformation and Shared Services since February 1997 and Vice President of Finance, Corporate Retail Accounts,
Armstrong World Industries, Inc. since July 1994.

Michael B. Shaffer — Age 34; Vice President Consuiting and Audit Staff since March 2001. Previously held the
following positions with General Electric and GE Capital (industrial manufacturing and financial services): Senior Vice
President, National Trailer Storage, April 1999-February 2001; Senior Vice President, Quality, November 1998-April

1999; Manager, Financial Planning and Analysis, January 1997-November 1998; Manager, Sourcing Finance and
Product Costing, October 1994-January 1997.

Directors of Armstrong World Industries, Inc. (See descriptions, above.)
Michael D. Lockhart

James E. Marley

John N. Rigas
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Executive Officers of Armstronq World Industries, Inc.
Michael D. Lockhart — (See description, above.)

Marc R. Olivié — Age 47; President and Chief Executive Officer, Armstrong Floor Products Operations and Corporate
President since October 2000. Previously, President, Worldwide Building Products Operations since October 1996;

and the following positions with Sara Lee Corporation (branded consumer products): President, Sara Lee Champion
Europe, inc. (italy), March 1994-October 1996; Vice President, Corporate Development, Sara Lee/DE (Netherlands),
September 1993-March 1994.

Stephen J. Senkowski — Age 50; President and Chief Executive Officer, Armstrong Building Products Operations since
October 2000. Previously, Senior Vice President-Americas, Building Products Operations, since April 2000,
President/Chief Executive Officer, WAVE since July 1997; Vice President, Innovation Process, Building Products
Operations since 1994,

Floyd F. Sherman -Age 61; President, July 1998 — November 2000 and Chairman of the Board since 1992 and Chief
Executive Officer, July 1892-November 2000; President, 1981-November 1994, Triangle Pacific Corp.

William C. Rodruan — (See description, above.)
E. Follin Smith — (See description, above.)

Stephen E. Stockwell — Age 55; Vice President, Corporate Alliances since December 2000. Previously Senior Vice
President Floor Products, Americas, Residential Sales, since July 1998; President, Corporate Retail Accounts Division,
November 1994-July 1998; Vice President, Corporate Retail Accounts, July 1994-November 1994; General Manager,
Residential Sales, Floor Division, January 1994-July 1994; Field Sales Manager, Floor Division, 1988-1994.

Michael B. Shaffer — (See description, above.)

Involvement in Certain Legal Proceedings

On December 6, 2000, AW and two of Armstrong’s wholly owned subsidiaries, Nitram Liquidators, Inc. and Desseaux
Corporation of North America, Inc., filed for reorganization under Chapter 11 of the U.S. Bankruptcy Code. Several of
AHV's officers and directors are also officers or directors of AWl or the subsidiaries of Armstrong which filed for
reorganization under Chapter 11. In addition, all present directors of AH! were or are directors of AWI within the past
year. As such, these executive officers and directors have been associated with a corporation that filed a petition
under the federal bankruptcy laws within the iast five years

Section 16(a) Beneficial Ownership Reporting Compliance
Section 16(a) of the Securities Exchange Act of 1934 requires the registrant’s officers and directors, and persons who

own more than ten percent of the shares of Common Stock outstanding, to file periodic reports of ownership and
changes in ownership with the Securities and Exchange Commission. Based solely on a review of copies of these
reports furnished to Armstrong and AHI, Armstrong and AHI believe all of these reports were filed in a timely manner
except as follows: George A. Lorch failed to timely report on a Form 4 the distribution of 14,915 shares of restricted
stock on October 19, 2000. The grant had previously been reported on a Form 5 filed on January 31, 1997 as the
acquisition of a derivative security. The vesting and distribution of this restricted stock should have been reported on a
Form 4 as a settlement of a derivative security. This transaction was subsequently reported on a Form 5 on February
12, 2001.
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ITEM 11. EXECUTIVE COMPENSATION

Executive Officers’ Compensation

The following table shows the compensation received by the Chief Executive Officers and the four other highest paid
individuals who served as executive officers of AHI or Armstrong during 2000. The data reflects compensation for
services rendered to AHI and Armstrong and their subsidiaries in each of the last three fiscal years in the positions

disclosed in item 10.

TABLE 1: SUMMARY COMPENSATION TABLE

LONG-TERM
ANNUAL COMPENSATION COMPENSATION
Awards Payout
Other AHI AHI
Annual Restricted | Securities All Other
Compen- Stock Underlying LTIP Compen-
Name and Current Year Salary Bonus sation Awards Options/ Payouts sation
Principal Position ($) ($)° () $)° SARs(#) ($) ($)°
M. D. Lockhart 2000 | 321,212' | 5,401,640 —_ 2,456,250 200,000 — —
Chairman and
Chief Executive Officer,
AHI; Chairman, Armstrong
G. A, Lorch 2000 | 756,667° - — — 168,000 —_— 50,520
Advisor to the 1999 | 792,500 | 1,831,780 115,000 86,558
Chairman and Chief 1998 | 752,500 | 1,007,339 93,000 64,247
Executive Officer, AHI;
formerly Chairman and
Chief Executive Officer of
Armstrang and AWI through
August 7, 2000
M. R. Olivié 2000 | 392,875 565,144 —_— —_ 60,000 —_— 32,421
President & Chief Executive 1999 | 343,125 362,147 25,000 33,708
Officer, Armstrong Floor 1998 | 327,750 237,236 20,300 15,433
Products Operations and
Corporate President,
Armstrong
F. A. Riddick, Il 2000 508,182 184,398 — 818,750 90,000 —_— 24,513
President and Chief 1999 | 390,000 665,680 254,688 40,000 21,596
Operating Officer, AHI; 1998 | 354,000 364,448 75,600 11,249
President & Chief Executive
Officer, Triangle Pacific
F. F. Sherman 2000 | 536,250 31,576 60,828 — 70,000 —_— 15,702
Chairman Triangle Pacific 1998 1 518,750 638,685 60,892 37,000 27,346
1998 | 360,772 310,660 50,000 29,074
S. J. Senkowski 2000 | 219,583 309,322 —_— —_— 13,000 —_ 6,104
President & Chief Executive 1999 | 133,830 172,925 6,500 4,800
Officer, Armstrong 1998 120,960 138,311 3,460 5,798
Worldwide Building
Products Operations

' Mr. Lockhart's employment with the company commenced August 7, 2000.

2 Mr. Lorch resigned as Chairman and Chief Executive Officer of AH! and Armstrong on August 7, 2000, when he

became Advisor to the Chairman and CEQO. Mr. Lorch retired December 1, 2000.

® The amounts disclosed include the following items:
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Mr. Lockhart had a guaranteed bonus for 2000 along with a $5,000,000 signing bonus. Messrs. Olivié, Riddick and
Senkowski received supplemental bonuses of $250,000, $200,000 and $175,000 respectively. Mr. Olivié received
$100,000 as a contract bonus for his new position as President & Chief Executive Officer of Armstrong Floor Products
Operations. ,

4 Mr. Sherman received a car allowance of $56,736 in 1999 and in 2000. Otherwise, the aggregate value of personal
benefits received by these officers did not exceed the lesser of $50,000 or 10% of combined salary and bonus.

®The number and value of restricted stock held by each as of February 16, 2001, is as follows: Michael D. Lockhart —
150,000 ($588,000); Marc R. Olivié — 5,290 ($20,763) and Frank A. Riddick, Il - 59,653 ($233,840). In 2000, Mr.
Lockhart and Mr. Riddick received restricted stock awards of 150,000 and 50,000 shares respectively valued at the
amounts disclosed on the grant date. These shares vest and become free of restrictions four years from the grant
date.

® Includes above-market interest credited to each individual’s Armstrong Deferred Compensation Plan account: Floyd
F. Sherman - $252 and Stephen J. Senkowski $97.

Includes the following vested amount in the Retirement Savings and Stock Ownership Plan for members’ Equity and
Match Accounts: George A. Lorch - $2,762; Marc R. Olivié - $4,805; Frank A. Riddick, Il - $2,481; and Stephen J.
Senkowski - $2,882.

Includes the following amount of non-elective contribution by Armstrong to each individual's Bonus Replacement
Retirement Plan Account: George A. Lorch - $19,500; Marc R. Olivié - $18,500 and Frank A. Riddick, Hl - $17,600.
This contribution results in a corresponding reduction in the amount of the executive's Management Achievement Plan
payment.

Inciudes the following present value costs of Armstrong’s portion of 2000 premiums for split-dollar life insurance:
George A. Lorch - $28,258; Marc R. Olivié - $9,116; Frank A. Riddick, il - $4,432; and Stephen J. Senkowski - $3,125.
The executives waived future participation in the Armstrong-paid group term life insurance program as a condition to
participate in the split-doliar life insurance program.

Mr. Sherman had taxable income of $15,400 related to life insurance benefits provided by Triangle Pacific Corp.

Change in Control Agreements
Armstrong and AHI have entered into change in control (“CIC”) agreements with a group of senior executives,

including the officers named in the Summary Compensation Table. These agreements provide severance benefits in
the event of a change in control of AHl. The purpose of the agreements is to foster the continued employment for key
executives in the face of a possible change in control of AHI.

The severance benefits are payable if the executive is involuntarily terminated or terminates employment for good
reason within three years following a change in control. Good reason to terminate employment exists if there are
significant changes in the nature of the employment following the change in control. For example, a reduction in
compensation, a change in responsibility, or a relocation of the place of employment would constitute significant
changes. For the most senior officers, the agreement includes a provision where the executive may choose to
terminate employment for any reason during the thirty-day period beginning twelve months following a qualifying
change in control and receive severance benefits. The qualifying change in control must meet the definitions in (2)
and (3) shown below. The agreement has an automatic renewal feature, meaning the agreements will continue in
effect unless either Armstrong, AHI or the executive elects not to extend the agreement.

For the purposes of these agreements, a change in control includes the following: (1) acquisition by a person
(excluding certain qualified owners) of beneficial ownership of 20% or more of AHI's common stock; (2) change in the
composition of the Board of AHI, so that existing Board members and their approved successors do not constitute a
majority of the Board; (3) consummation of a merger or consolidation of AHI, unless shareholders of voting securities
immediately prior to the merger or consolidation continue to hold 66-2/3% or more of the voting securities of the
resulting entity; and (4) shareholder approval of a liquidation or dissolution of AHI or sale of substantially all of AHI's
assets.
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Severance benefits under the agreements depend on the position the executive holds, but generally include: (1) a
lump severance payment equal to two or three times the sum of the officer’s annual base salary and the higher of
either (a) the officer's highest annual bonus earned in the three years prior to termination or prior to the change in
control or (b) the annual target bonus for the year in which the change in control occurs; {2) a lump payment of the
portion of the target incentive award calculated by multiplying the target award by the fractional number of months
completed in the performance award period; (3) payment of remaining premium payments for split-doliar life insurance
policies; (4) enhanced retirement benefits payable as a lump sum; (5) continuation of life, disability, accident and
health insurance benefits for three years following termination; (6) full reimbursement for the payment of excise taxes;
and (7) payment of legal fees in connection with a good faith dispute involving the agreement.

Employment Agreements
AHI and Armstrong amended their employment agreement with George A. Lorch as of August 7, 2000. The terms of

this agreement were subsequently amended whereby Mr. Lorch continued employment in a non-executive capacity
through November 30, 2000 at a base salary of $835,000 per year. Following Mr. Lorch's retirement on December 1,
2000, he agreed to provide consuiting services to AHI through January 31, 2003 with compensation of $1.8 million due
on February 1, 2001 and $125,000 per quarter beginning February 1, 2001 with the final payment due November 1,
2002. If AH! terminates the employment and consulting agreement with Mr. Lorch without “cause” or if Mr. Lorch
terminates his employment and consulting engagement for “good reason,” Mr. Lorch is entitled to all amounts payable
under the agreement through January 31, 2003. Mr. Lorch's employment agreement also contains a non-competition
provision that bars him from competing with AHI or any subsidiaries or affiliates for an additional two years. Mr. Lorch
also entered into a Stock Option Surrender Agreement with AHI, under which he agreed to cancel options to purchase
559,380 shares of Armstrong stock in exchange for a payment of $1.0 million on February 1, 2001. In February 2001,
subject to court approval in AWI's Chapter 11 case, the parties agreed to (i) void the Stock Option Surrender
Agreement; (ii) extend Mr. Lorch’s non-competition period an additional 2 years; and (iii) increase the $1.8 million
payment referenced above to $2.8 million.

AHI and Armstrong entered into a three-year employment agreement with Michael D. Lockhart, effective August 7,
2000, in which Mr. Lockhart agreed to serve as Chairman of the Board and Chief Executive Officer of AHI at an initial
base salary of $800,000 per year and a $5,000,000 one-time signing bonus. Portions of the signing bonus must be
repaid to AHI if Mr. Lockhart terminates empioyment for any reason other than death, disability or good reason or is
terminated for cause. The employment agreement is automatically renewed for an additional one-year term on the
third anniversary of the date of the agreement and each successive anniversary, unless AHI gives notice not to extend
the agreement at least 180 days prior to the anniversary date. If AHI terminates the employment agreement with Mr.
Lockhart without “cause” or if Mr. Lockhart terminates his employment for “good reason” prior to the third year of the
employment contact, Mr. Lockhart is entitled to receive (1) a lump-sum cash payment equal to his base salary, plus the
higher of (i) his target bonus in the year of termination, or (ii) the highest bonus award eamed during the last three
years, including the year of termination, mulitiplied by either the number of years remaining in his employment
agreement or by two (“2"), whichever is larger and (2) continuation of certain benefits for a period equal to the greater
of two years or the remaining term of the agreement. If AHI terminates the employment agreement with Mr. Lockhart
without “cause” or if Mr. Lockhart terminates his employment for “good reason” after the third year of the employment
contact, Mr. Lockhart is entitled to receive (1) a lump-sum cash payment equal to his base salary, plus the higher of (i)
his target bonus in the year of termination, or (ii) the highest bonus award earned during the last three years, including
the year of termination, muitiplied by either the number of years remaining in his employment agreement or by one
(“1"), whichever is larger and (2) continuation of certain benefits. Mr. Lockhart's employment agreement also contains
a non-competition provision that bars him from competing with AHI or any subsidiaries or affiliates for a period of two
years following his termination. The agreement aisa provides Mr. Lockhart with the opportunity to participate in ail
short-term and long-term incentive plans offered by AHI and Armstrong, including an annual cash incentive opportunity
and an annual long-term incentive award under the company’s stock incentive plan. The value of the long-term
incentive award on the grant date is 150% of Mr. Lockhart’s target annual cash compensation for the year.

AHI and Frank A. Riddick, il entered into a three-year employment agreement effective August 7, 2000, in which Mr.
Riddick agreed to serve as President and Chief Operating Officer of AHI. In November 2000, Armstrong, Triangle
Pacific Corp. and Mr. Riddick entered into an employment agreement to allow Mr. Riddick to aiso serve as Chief
Executive Officer of Triangle Pacific Corp., a wholly-owned subsidiary of AHI and Armstrong. This employment
agreement provides Mr. Riddick an initial base salary of $600,000 and is automatically renewed for an additional one-
year term on the second anniversary of the date of the agreement and each successive anniversary, unless notice not
to extend the period is provided by Triangle Pacific Corp. or by Mr. Riddick at least 180 days prior to the anniversary
date. A special cash retention payment of $250,000 is payable December 28, 2001, provided Mr. Riddick is still
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employed by AHI, or has been terminated without “cause”. If Triangle Pacific Corp. terminates the employment
agreement with Mr. Riddick without “cause” or if Mr. Riddick terminates his employment for “good reason” during the
term of the agreement, Mr. Riddick is entitled to receive (1) a lump-sum cash payment equal to three (“3") times the
sum of his base salary plus the higher of (i) his target bonus in the year of termination, or (ii) the highest bonus award
eamed during the last three years, including the year of termination and (2) continuation of certain benefits for three
years. If Triangle Pacific Corp. terminates the employment agreement with Mr. Riddick without “cause” or if Mr.
Riddick terminates his employment for “good reason” at the end of the term of the agreement, Mr. Riddick is entitled to
receive (1) a lump-sum cash payment equal to one and one-half (“1.5") times the sum of his base salary plus the
higher of (i) his target bonus in the year of termination, or (ii) the highest bonus award earned during the last three
years, including the year of termination and (2) continuation of certain benefits. Mr. Riddick’s employment agreements
also contain non-competition provisions that bar him from competing with AHI or any subsidiaries or affiliates for a
period of two years following his termination. The agreement with Triangle Pacific Corp. and Armstrong also provides
Mr. Riddick with the opportunity to participate in all short-term and long-term incentive plans offered to senior officers
of Armstrong.

AHI and Armstrong entered into an employment agreement with Marc R. Olivié, effective October 1, 2000 and ending
December 31, 2003. Mr. Olivié agreed to serve as President and Chief Executive Officer, Armstrong Floor Products
Operations, Armstrong at an initial base salary of $500,000 and a one-time cash payment of $100,000. A special cash
retention payment of $250,000 is payable December 28, 2001, provided Mr. Olivié is still employed by Armstrong or
AHI, or has been terminated without “cause.” 'If Armstrong terminates the employment agreement with Mr. Olivié
without “cause” or if Mr. Olivié terminates his employment for “good reason,” Mr. Olivié is entitled to receive a cash
payment equal to the greater of (1) his base salary plus the target bonuses Mr. Olivié would have earned over the term
of the agreement or (2) $1,100,000, and continuation of certain benefits for three years. If Mr. Olivié gives 90 days
notice to voluntarily terminate his employment at the end of the term of the agreement, he will receive a $1,100,000
severance payment. Mr. Olivié's employment agreement also contains a non-competition provision that bars him from
competing with AHI or any subsidiaries or affiliates for a period of two years following his termination. The agreement
also provides Mr. Olivié with the opportunity to participate in the Management Achievement Plan. He will receive
$500,000 in lieu of participation in any award in 2001, but will participate in long-term incentive plans for 2002-2003.

Severance Pay Plan for Salaried Employees

A Severance Pay Plan for AWI Salaried Employees was adopted in 1990. This plan is designed to cushion the effects
of unemployment for certain salaried employees. The benefits are payable if a covered employee is terminated under
certain circumstances. All salaried employees of AHI and AWI, including four of the executive officers named in the
Summary Compensation Table, are eligible to participate in the plan. A participant will be entitled to severance pay if
they are terminated and an exclusion does not apply. The employee is not entitied to severance pay if the reason for
the termination is the following: (1) voluntary separation; (2) the employee accepts employment with the successor
organization in connection with the sale of a plant, unit, division or subsidiary; (3) the employee rejects the offer of a
similar position with comparable compensation in the same geographic area, made by AHI or AW, their subsidiaries or
any successor organization; or (4) misconduct or unsatisfactory performance. Severance benefits will be offset by
payments made under CIC agreements or individual employment agreements.

Under the plan, the scheduled amount of the payment is based on the empioyee's length of service, reason for
termination and cash compensation level. The amount of the payment ranges from a minimum of two weeks' pay
(base salary plus target bonus) to a maximum of 52 weeks' pay. Effective July 2, 2001, a new schedule of payments
applies that ranges from a minimum of two weeks’ base salary to a maximum of 39 weeks’ base salary. Subject to
certain limitations, benefits may be paid by salary continuation or lump-sum payments. A participant may also choose
a combination of periodic and lump-sum payments. The Severance Pay Committee retains the right to depart from the
severance pay schedule where factors justify an upward or downward adjustment in the level of benefits. In no event
may the severance benefit exceed two times the participant's annual compensation.
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TABLE 2: OPTION/SAR GRANTS IN LAST FISCAL YEAR

The following table sets forth information regarding the grant of stock options during 2000 under AH!'s Long-Term
Stock Incentive Plan to each of the named executives:

Individual Grants
AHI Securities Percent of
Underlying Total Options/
Options/SARs | SARs Granted Exercise Or Grant Date
Granted' To Employees Base Price Expiration Present Value®
Name {#) In Fiscal Year ($/share) Date %
M. D. Lockhart 100,000 5.6% 16.3750 8/07/10 83,387
M. D. Lockhart 100,000 5.6% 1.1875 12/07/10 22,659
G. A. Lorch 168,000 9.3% 19.4375 2/28/10 205,451
M. R. Olivié 60,000 3.3% 19.4375 2/28/10 75,519
F. A. Riddick, llI 90,000 5.0% 19.4375 2/28/10 111,610
F. F. Sherman 70,000 3.9% 19.4375 2/28/10 87,549
S. J. Senkowski 13,000 0.7% 19.4375 2/28/10 18,448

"These options become exercisable in equal installments at one, two and three years from the date of grant. The
exceptions are in the case of death or disability and a defined change in control event. All stock options become
exercisable immediately upon a change in control of AHI.

2 In accordance with Securities and Exchange Commission rules, the numbers in the column titled “Grant Date Present
Value” were determined using the Black-Scholes model. These are not AHI or Armstrong’s predictions. However, the
following material weighted-average assumptions and adjustments were necessary: (1) an option term of five years;
(2) a volatility of 28%; (3) a dividend yield of 8.55%; (4) a risk free interest rate of 6.28%; and (5) a reduction of 17% to
reflect the possibility that the above stock options will be forfeited prior to the expiration date.

Whether these options ever have actual vaiue will depend on the future market price of AHI's stock. We cannot
forecast this with any reasonable certainty.
TABLE 3: AGGREGATE OPTION/SAR EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR-END OPTION/SAR VALUES

The following table sets forth information regarding the exercise of AHI stock options during 2000 and the unexercised
options held as of the end of 2000 by each of the hamed executives.

AHI Shares | Value Realized Securities Underlying Value of Unexercised In-
Acquireg (marke.t price at | ynexercised Options/SARs The-Money Options/SARs
On Exercise exercise Igss At Fiscal Year-End At Fiscal Year-End
exercise price) #) (%)

___Name # $) Exercisable | Unexercisable | Exercisable { Unexercisable
M. D. Lockhart 0 0 0 200,000 0 87,500
G. A. Lorch 0 0 51,300 168,000 0 0
M. R. Olivié 0 0 0 60,000 0 0
F. A. Riddick, lil 0 0 30,000 90,000 0 0
F. F. Sherman 0 0 0 70,000 0 0
S. J. Senkowski 0 0 1,655 13,000 0 0

RETIREMENT INCOME PLAN BENEFITS

The following table shows the estimated pension benefits payable to a participant at normal retirement age under
Armstrong’s Retirement Income Plan and Retirement Benefit Equity Plan. The Retirement income Plan is a qualified
defined benefit pension plan. The Retirement Benefit Equity Plan is a partially funded, nonqualified supplemental
pension plan. It provides participants with benefits that would otherwise be denied by reason of certain Internal
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Revenue Code limitations on qualified plan benefits. The amounts shown in Table 4 are based on compensation that
is covered under the plans and years of service with Armstrong and its subsidiaries. Mr. Sherman does not participate
in the Retirement Income Plan. Mr. Sherman participates in the Triangle Pacific Corp. Salaried Employees Profit
Sharing Plan and the Triangle Pacific Corp Supplemental Profit Sharing and Deferred Compensation Plan.

TABLE 4: ANNUAL RETIREMENT BENEFIT BASED ON SERVICE'

Average Final 15 20 25 30 35 40
Compensation® Years Years Years Years Years Years
$200,000 $44,000 $58,000 $73,000 $87,000 $102,000 $114,000
$400,000 $90,000 $120,000 $150,000 $180,000 $210,000 $234,000
$600,000 $137,000 $182,000 $228,000 $273,000 $319,000 $355,000
$800,000 $183,000 $244,000 $305,000 $366,000 $427,000 $475,000
$1,000,000 $230,000 $306,000 $383,000 $459,000 $536,000 $596,000
$1,200,000 $276,000 $368,000 $460,000 $552,000 $644,000 $716,000
$1,400,000 $323,000 $430,000 $538,000 $645,000 $753,000 $837,000
$1,600,000 $369,000 $492,000 $615,000 $738,000 $861,000 $957,000
$1,800,000 $416,000 $554,000 $693,000 $831,000 $970,000 | $1,078,000
$2,000,000 $462,000 $616,000 $770,000 $924,000 | $1,078,000 | $1,198,000
$2,200,000 $509,000 $678,000 $848,000 $1,017,00 | $1,187,000 | $1,319,000
$2,400,000 $555,000 $740,000 $925,000 | $1,110,000 | $1,295,000 | $1,439,000
$2,600,000 $602,000 $802,000 | $1,003,000 | $1,203,000 | $1,404,000 | $1,560,000
$2,800,000 $648,000 $864,000 | $1,080,000 | $1,296,000 | $1,512,000 | $1,680,000
$3,000,000 $695,000 $926,000 | $1,158,000 | $1,389,000 | $1,621,000 | $1,801,000

! Benefits shown assume retirement in 2000. The benefits are computed as a straight life annuity beginning at age 65
and are not subject to deduction for Social Security or other offsets.

2 Calculated as the average annual compensation in the three highest paid years during the 10 years prior to
retirement. Annual compensation equals the total of the amounts reported under the columns captioned “Salary” and
“Bonus” in the Summary Compensation Tabie as well as Armstrong contributions under the Bonus Replacement
Retirement Plan.

The 2000 annual compensation and estimated years of service for plan purposes for each of the executives named
in the Summary Compensation Tabie were as follows: Michael D. Lockhart - $321,212 (0.4 years); George A. Lorch -
$2,607,947 (37.5 years); Marc R. Olivié - $773,522 (24.2 years); Frank A. Riddick, Il - $1,191,462 (20.8 years) and
Steven J. Senkowski - $310,766 (27.6 years). Mr. Lockhart receives two years of service credit for every one year of
actual service toward the calculation of his pension benefits under the Retirement Benefit Equity Plan. Messrs.
Riddick and Olivié's estimated years of service include 15 and 20 years, respectively, of credit for prior service
awarded to them upon their employment with Armstrong. The Armstrong retirement benefit will be reduced by the
value of any defined benefit pension payable by previous employers for the respective period of the prior service
credit.

Special provisions apply if the Retirement Income Plan is terminated within five years following an Extraordinary
Event, as this item is defined in the Plan. In that event, Plan liabilities will first be satisfied; then, remaining Plan assets
will be applied to increase retirement income to employees. The amount of the increase is based on the assumption
that the employee would have continued employment with Armstrong until retirement. The executives named in the
Summary Compensation Table, except for Mr. Sherman, would be entitled to this benefit.

Special provisions also apply in the event that a salaried member is terminated other than for cause or resigns for
good reason, as those terms are defined in the plan, within two years following a change in control of Armstrong. If
those members have at least 10 years of service and are at least 50 years in age, they would be eligible for early
retirement without certain normal reductions applying. Those members would also receive some Sacial Security
replacement benefits. Members with 15 or more years of service would also receive credit under the plan for an
additional five years of service.
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Compensation of Directors

AH! and Armstrong pay directors who are not employees a retainer of $50,000 per year. Shared directors receive only
a single retainer. AHI and Armstrong nonemployee directors receive $1,200 for each Board meeting and $1,000 for
each Committee (other than Executive Committee) meeting attended. Nonemployee members of AHi's Executive
Committee receive an annual fee of $3,000. AHI and Armstrong also pay $2,500 per day plus reasonable expenses to
directors for special assignments in connection with Board activity. Additionally, AHI pays an annual fee of $3,000 to
each Committee chairperson.

AHI and Armstrong do not separately compensate directors who are officers or employees of AHI or Armstrong for
services rendered as a director.

Discontinuation of Director's Retirement Benefits

In 1995, the Board discontinued the Directors Retirement Income Plan for directors who joined the Board after January
1, 1996. The four current directors who were then eligible for participation in the plan subsequently elected to opt out of
participation. Consequently, no current director is eligible to participate in this plan. Under the plan, if a director
attained six years of Board service, the director qualified for retirement benefits after leaving the Board. The annual
retirement benefit equaled the Board retainer in effect on the date of termination. The benefit is payable for a period
equal to the length of the director's Board service, but ceases upon a director's death. Messrs. Arnelle, Campbell,
Marley and Stead elected to discontinue plan participation and waive their right to accrued benefits. As a result, they
became eligible to receive phantom shares of AHI common stock. They each received an award of 200 phantom
shares on January 1, 1996, and were to continue to receive 200 phantom shares every January 1 until attaining 12
years of Board service. On February 26, 2001, the Board amended the deferred compensation plan to discontinue the
annual award of 200 phantom shares. In addition, they each received a phantom share award to replace the value of
the accrued benefit the director elected to forfeit. This award was the greater of (1) 200 shares times the number of
full years of Board service as of January 1, 1996, or (2) the number of shares whose fair market value as of January 1,
1996, equaled the present value of benefits accrued under the Directors' Retirement income Plan.

Restricted Stock Plan for Nonemployee Directors

On February 26, 2001, the Board terminated the Restricted Stock Plan for Non-Employee Directors. Under this plan,
each nonemployee director received an award of 200 shares of restricted common stock upon becoming a director
and annual awards each July 1*. For 2000, each non-employee director was eligible to receive an award of 400
shares. All shares previously awarded have been distributed to the Directors.

Each nonemployee director has the right to receive dividends on, and has voting power with respect to, the shares.

Nonstatutory Stock Option Alternatives
Beginning in 1998, each director could elect to receive nonstatutory stock options instead of receiving other forms of

compensation. Each year, a director could separately elect to receive stock options in lieu of each of the foliowing
year's: (1) scheduled cash payments; (2) phantom share award; and (3) award of common stock under the Restricted
Stock Plan for Non-Employee Directors. This election must be made not later than December 1 in the year preceding
the payment year.

The resulting stock options: (1) are granted at fair market value; (2) have a ten-year option term; (3) are immediately
exercisable; and (4) are transferable for the benefit of an immediate family member.

For 2000, the following directors elected to receive the following stock aptions in lieu of other compensation:
Mr. Campbell — 2,010; Mr. Clark - 5,560; Ms. Haberkorn ~ 3,250 and Mr. LeVan - 5,260

Management Development and Compensation Commitiee

The Management Development and Compensation Committee members are Jerre L. Stead (Chairman); Donaid C.
Clark; Judith R. Haberkorn; John A. Krol, and David M. LeVan. The Management Development and Compensation
Committee establishes the overall philosophy and policies governing compensation programs, including those subject
to Section 162(m) of the internal Revenue Code, for AHI and Armstrong management.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Stock Ownership of Certain Beneficial Owners

AHI indirectly owns all of the capital stock of Armstrong. The following table sets forth each person or entity that may
be deemed to have beneficial ownership of more than 5% of the outstanding common stock of AHI. This table shows
ownership as of December 31, 2000, and is based upon information furnished to AHIL. All Armstrong stock is owned by
AHI, except for 11.6 million shares in Armstrong'’s treasury.

Name And Address Of Amount And Nature Of | Percent Of Class
Beneficial Owner Beneficial Ownership Outstanding’

Chase Manhattan Bank* 2,339,917 5.73%
4 Chase Metrotech Center
18™ Floor West

Brooklyn, NY 11245
Dimensional Fund Advisors” 2,124,000 5.20%
1299 Ocean Ave., 11" floor,
Santa Monica, CA 90401

' In accordance with applicable rules of the Securities and Exchange Commission, this percentage is based upon the
total 40,844,585 shares of AHI common stock that were outstanding on December 31, 2000.

2 Chase Manhattan Bank serves as the trustee of the employee stock ownership portion of the Retirement Savings and
Stock Ownership Plan (the “RSSOP”). In that capacity, Chase Manhattan Bank may be deemed to be the beneficial
owner of 2,339,917 shares, or 5.73% of AH! outstanding shares. Chase Manhattan Bank holds shared voting power
and no investment power with respect to these shares. Chase Manhattan Bank votes shares which are allocated to
participant's accounts under the RSSOP in accordance with the participant's direction. Shares which are unallocated
under the RSSOP and allocated shares for which the trustee does not receive directions are voted by the trustee in the
same proportion as the directed shares are voted. In the event of a tender offer for the stock in the RSSOP, the
trustee is required to tender unallocated shares in the same proportion that allocated shares are tendered. Chase
Manhattan Bank disclaims beneficial ownership of all shares that have been allocated to the individual accounts of
employee participants in the RSSOP for which directions are received.

3 Dimensional Fund Advisors Inc., advises that it is an investment advisor registered under Section 203 of the
Investment Advisors Act of 1940, that furnishes investment advice to four investment companies registered under the
Investment Company Act of 1940, and serves as investment manager to certain other commingled group trusts and
separate accounts. These investment companies, trusts and accounts are the “Funds.” In its role as investment
advisor or manager, Dimensional advises that it possesses voting and/or investment power over the securities of the
Issuer described in this schedule that are owned by the Funds. All securities reported in this schedule are owned by
the Funds. Dimensional Fund Advisors Inc. disclaims beneficial ownership of such securities.
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Security Ownership of Management

The following table shows the amount of AHI stock that each director, each individual named in the Summary
Compensation Table, and all directors and executive officers owned as a group. The ownership rights in these shares
consist of sole voting and investment power, except where otherwise indicated. This information is as of February 16,
2001. No Armstrong World Industries, Inc. stock is owned by anyone.

Name Stock Options
Exercisable Total Beneficial | Deferred

Stock' | w/in 60 days Ownership Stock Units 2
H. Jesse Arnelle 1,946 0 1,946 1,703
Van C. Campbell 2,200 5,330 7,530 9,915
Donald C. Clark 4,448 12,080 16,528 1,894
Judith R. Haberkorn 772 4,970 5,742 1,910
John A. Krol 1,020 2,990 4,010 644
David M. LeVan 5,644 11,500 17,144 301
Michael D. Lockhart 151,500 0 151,500 0
James E. Marley 4,285 1,410 5,695 8,086
Marc R. Olivié 25,437 20,000 45,437 9,303
David W. Raisbeck 1,024 0 1,024 11,880
Frank A. Riddick, Il 91,507 60,000 151,507 1,687
Stephen J. Senkowski 3,881 5,988 9,869 1,327
Floyd F. Sherman 15,712 23,333 39,045 0
Jerre L. Stead 4,400 3,260 7,660 2,094
Directors and executive 362,184 199,769 561,953 53,952
officers as a group (19
persons)

' Includes the following shares held by each nonemployee director under AHI's Restricted Stock Plan for Non-
Employee Directors: H. Jesse Arnelle — 1,400; Van C. Campbell — 2,000; Donald C. Clark - 1,100; Judith R.
Haberkorn — 600; John A. Krol — 800; David M. LeVan - 600; James E. Marley — 2,100; David W. Raisbeck - 900;
Jerre L. Stead — 1,900. Each director holds voting but not investment power in these shares. The directors may also
forfeit their rights to these shares in certain events.

Includes the following shares that may be deemed to be owned by the employee through the employee stock
ownership accounts of AH!'s Retirement Savings and Stock Ownership Plan ("RSSOP"): Frank A. Riddick, il - 1,272;
Mare R. Olivié — 1,278; Stephen J. Senkowski — 2,062; and executive officers as a group — 11,734. Each of the above
individuals and each member of the group holds shared voting power with AHI and no investment power with respect
to these shares.

Includes the following shares indirectly owned and held in the savings accounts of the RSSOP accounts of the
following individuals: Frank A. Riddick, Il - 1,188; Marc R. Olivié — 3,301; Stephen J. Senkowski — 38 and executive
officers as a group -~ 6,086.

Includes the following shares indirectly owned and held in the Bonus Replacement Retirement Plan accounts: Marc R.
Olivié ~ 1,538 and executive officers as a group — 1,830.

Included also are 100 shares Jerre L. Stead owns jointly with his wife.

For each director, the shares listed under the “Total Beneficial Ownership” column represent less than 1.0% ownership
of the outstanding shares on February 16, 2001. All current directors and officers as a group beneficially own 1.38% of
the outstanding shares on February 16, 2001.

2 Includes phantom shares held in a stock subaccount under the Deferred Compensation Plan. The participants have
no voting or investment power.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

During 2000, AWI had various business arrangements with organizations with which certain directors are affiliated.
However, none of those arrangements were material to either AWI or any of those organizations. Moreover, those
transactions were pursuant to-arm’s length negotiations in the ordinary course of business and on terms we believe to
be fair.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

The financial statements filed as a part of this Annual Report on Form 10-K are listed in the "Index to Financial
Statements and Schedules” on page 35.

a. The following exhibits are filed as a part of this Annual Report on Form 10-K:

No. 3(a)

No. 3(b)
No. 3(c)

No. 3(d)
No. 4(a)

No. 4(b)

No. 4(c)

No. 4(d)

No 4(e)

No. 4(f)

No. 4{(g)

No. 4(h)

Exhibits
Armstrong Holdings, Inc.’s Amended and Restated Articles of Incorporation are incorporated herein by
reference from Exhibit 3.1(i) to Armstrong Holdings, Inc.’s Report on Form 8-K dated May 9, 2000.

Armstrong Holdings, Inc.’s Bylaws, effective May 1, 2000.

Armstrong World Industries, Inc.’s restated Articles of Incorporation, as amended, are incorporated by
reference herein from Armstrong World Industries, Inc.’s 1994 Annual Report on Form 10-K wherein
they appear as Exhibit 3(b). -

Armstrong World Industries, Inc.’s Bylaws as amended November 9, 2000.

Armstrong Holdings, Inc.’s Shareholder Summary of Rights to Purchase Preferred Stock dated as of
March, 14, 2000 is incorporated by reference herein from Armstrong Holdings, Inc.'s registration
statement on Form 8-K dated May 9, 2000, wherein it appeared as Exhibit 99.2.

Armstrong World Industries, Inc.'s Retirement Savings and Stock Ownership Plan effective as of
October 1, 1996, as amended November 5, 1999 is incorporated by reference herein from Armstrong
World Industries, Inc.’s 1999 Annual Report on Form 10-K wherein it appeared as Exhibit 4(b). *
Armstrong World Industries, Inc.'s $450,000,000 Credit Agreement (5-year) dated as of October 29,
1998, among Armstrong World Industries, Inc., The Chase Manhattan Bank, as administrative agent,
and the banks listed therein, is incorporated herein by reference from Armstrong World Industries,
Inc.'s 1998 Annual Report on Form 10-K, wherein it appeared as Exhibit 4(f).

Armstrong World Industries, Inc.'s Indenture, dated as of August 6, 1996, between Armstrong World
Industries, Inc. and The Chase Manhattan Bank, formerly known as Chemical Bank, as successor to
Mellon Bank, N.A., as Trustee, is incorporated herein by reference from Armstrong World industries,
Inc.'s registration statement on Form S-3/A dated August 14, 1996, wherein it appeared as Exhibit 4.1.

Instrument of Resignation, Appointment and Acceptance dated as of December 1, 2000 among
Armstrong World Industries, Inc., The Chase Manhattan Bank and Wells Fargo Bank Minnesota,
National Association, regarding Armstrong World Industries, Inc.'s indenture, dated as of August 6,
1996, between Armstrong World industries, Inc. and The Chase Manhattan Bank, formerly known as
Chemical Bank, as successor to Mellon Bank, N.A., as Trustee.

Copy of portions of Armstrong World Industries, Inc.'s Board of Directors’ Pricing Committee's
resolutions establishing the terms and conditions of $200,000,000 of 6.35% Senior Notes Due 2003
and $150,000,000 of 6 1/2% Senior Notes Due 2005, is incorporated herein by reference from
Armstrong World Industries, Inc.'s 1998 Annual Report on Form 10-K, wherein it appeared as Exhibit
4(h).

Copy of portions of Armstrong World Industries, Inc.'s Board of Directors’ Pricing Committee's
resolutions establishing the terms and conditions of $180,000,000 of 7.45% Senior Quarterly Interest
Bonds Due 2038, is incorporated herein by reference from Armstrong World Industries, Inc.'s 1998
Annual Report on Form 10-K, wherein it appeared as Exhibit 4(i).

Note Purchase Agreement dated June 19, 1989 for 8.43% Series A Guaranteed Serial ESOP Notes
due 1989 -2001 and 9.00% Series B Guaranteed Serial ESOP Notes due 2000-2004 for the
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No. 4(j)

No.

No.

No.

No.

No.

No.

No.

No.

No.

10(i)(a)

10(i)(b)

10(i)(c)

10(i)(d)

10(i)(e)

10(i)()

10(i)(@)

10(iii)(a)

10(jii)(b)

Armstrong World Industries, Inc. Employee Stock Ownership Plan (“Share in Success Plan™) Trust,
with Armstrong World Industries, Inc. as guarantor is incorporated by reference herein from Armstrong
Holdings, Inc. and Armstrong World Industries, Inc.’s registration statement on Form 10-Q for the
quarter ended September 30, 2000, wherein it appeared as Exhibit 4(a).

Armstrong World Industries, Inc.’s $300,000,000 Revolving Credit and Guarantee Agreement dated
December 6, 2000, between Armstrong World industries, Inc. and The Chase Manhattan Bank and
the banks referenced therein; the First Amendment to this Agreement, dated February 2, 2001; and
the Amendment Letter to this Agreement, dated February 28, 2001.

Armstrong Holdings, Inc. and Armstrong World Industries, Inc. agree to furnish to the Commission
upon request copies of instruments defining the rights of holders of long-term debt of the registrants
and their subsidiaries which are not filed herewith in accordance with applicable rules of the
Commission because the total amount of securities authorized thereunder does not exceed 10% of
the total assets of the registrants and their subsidiaries on a consolidated basis.

Armstrong World Industries, Inc.'s Agreement Concerning Asbestos-Related Claims dated June 19,
1985, (the "Wellington Agreement”) among Armstrong World Industries, Inc. and other companies is
incorporated by reference herein from Armstrong World Industries, Inc.’s 1997 Annual Report on Form
10-K wherein it appeared as Exhibit 10(i)(a).

Producer Agreement concerning Center for Claims Resolution, as amended, among Armstrong World
Industries, Inc. and other companies is incorporated by reference herein from Armstrong World
industries, Inc.’s 1999 Annual Report on Form 10-K wherein it appeared as Exhibit 10(i)}(b).

Indenture, dated as of March 15, 1988, between Armstrong World Industries, Inc. and Morgan
Guaranty Trust Company of New York, as Trustee, as to which The First National Bank of Chicago is
successor trustee, (relating to Armstrong World Industries, Inc.’s $125 million 9-3/4% Debentures due
2008 and Series A Medium Term Notes) is incorporated herein by reference from Armstrong World
Industries, Inc.'s 1995 Annual Report on Form 10-K wherein it appeared as Exhibit 4(c).

Senior Indenture dated as of December 23, 1998 between Armstrong World Industries, Inc. and First
National Bank of Chicago, as Trustee, is incorporated herein by reference from Armstrong World
Industries, Inc.’s Registration Statement on Form S-3 (File No. 333- 74501) dated March 16, 1999,
wherein it appeared as Exhibit 4.3.

Global Note representing $200 million of 7.45% Senior Notes due 2029 is incorporated by reference
herein from Armstrong World Industries, Inc.'s Report on Form 8-K which was filed with the
Commission on May 29, 1899, wherein it appeared as Exhibit 4.2.

Agreement and Plan of Merger dated as of June 12, 1998, among Armstrong World Industries, Inc.,
Triangle Pacific Corp., and Sapling Acquisition, Inc., is incorporated by reference herein from
Armstrong World Industries, Inc.'s Form 8-K filed on June 15, 1998, wherein it appeared as Exhibit
10.1.

Agreement and Plan of Merger, dated as of June 30, 1999 by and among AlISI Acquisition Corp. and
Armstrong World Industries, inc and Armstrong industrial Specialties, Inc. is incorporated by reference
herein from Armstrong World Industries, Inc.'s Report on Form 8- K filed on July 14, 1999, wherein it
appeared as Exhibit 1.

Armstrong World Industries, inc.'s Long-Term Stock Option Plan for Key Employees, as amended, is
incorporated by reference herein from Armstrong World Industries, Inc.’s 1995 Annual Report on Form
10-K wherein it appeared as Exhibit 10(iii)(a). *

Armstrong World Industries, Inc.’s Long Term Stock Incentive Plan is incorporated by reference herein
from Armstrong World Industries, Inc.'s 1998 Annual Report on Form 10-K wherein it appeared as
Exhibit 10(iii)(j). *
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No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

10(iii)(c)

10(iii){(d)

10(iii)(e)

10(iii)(f
10(iii)(g)

10(iii)(h)

10(iii) (i)

10(ii)(j)

10(iii)(k)

10(iii)(l)

10(iii)(m)

10(iii)(n)

10(jii)(0)

10(iii)(p)

10(iii)(q)

Armstrong World Industries, Inc.'s Directors' Retirement Income Plan, as amended, is incorporated by
reference herein from Armstrong World Industries, Inc.'s 1996 Annual Report on Form 10-K wherein it

- appeared as Exhibit 10(iii)(c).*

Armstrong World industries, Inc. and Armstrong Holdings, Inc.'s Management Achievement Plan for
Key Executives, as amended February 26, 2001. *

Armstrong Wold Industries, Inc.'s Retirement Benefit Equity Plan (formerly known as the Excess
Benefit Plan), as amended January 1, 2000 is incorporated by reference herein from Armstrong World
industries, Inc.'s 1999 Annual Report on Form 10-K wherein it appeared as Exhibit 10(iii)(e).*

Armstrong Holdings, inc.'s Deferred Compensation Plan, as amended May 1, 2000.*

Armstrong World Industries, Inc.'s Employment Protection Plan for Salaned Employees of Armstrong
World Industries, Inc., as amended, is incorporated by reference herein from Armstrong World
Industries, Inc.'s 1994 Annual Report on Form 10-K wherein it appeared as Exhibit 10(iii)(g). *

Armstrong World Industries, Inc.'s Restricted Stock Plan For Non-employee Directors, as amended, is
incorporated by reference herein from Armstrong World Industries, inc.'s 1996 Annual Report on Form
10-K wherein it appeared as Exhibit 10(ii)(h). *

Armstrong World Industries, Inc.'s Severance Pay Plan for Salaried Employees, as amended October
31, 2000. *

Armstrong World Industries, Inc.'s 1999 Long Term Stock Incentive Plan is incorporated by reference
herein from Armstrong World Industries, Inc.'s 1999 Annual Report on Form 10-K wherein it appeared
as Exhibit 10(iii)(j).*

Form of Agreement between Armstrong World Industries, Inc. and certain of its Executive Officers,
together with a schedule identifying those executives and the material differences among the
agreements to which each executive is a party. *

Agreement between Armstrong Holdings, inc. and Michael D. Lockhart, dated August 7, 2000 is
incorporated by reference herein from Armstrong Holdings, Inc. and Armstrong World Industries, Inc.’'s
Quarterly Report on Form 10-Q for the quarter ended September 30, 2000, wherein it appeared as
Exhibit 10(e). *

Form of Indemnification Agreement between Armstrong Holdings, Inc., Armstrong World Industries,
Inc. and certain of its Directors and Officers, together with a schedule identifying those Directors and
Officers, is incorporated by reference herein from Armstrong Holdings, Inc. and Armstrong World
Industries, Inc.'s Quarterly Report on Form 10-Q for the quarter ended June 30, 2000, wherein it
appeared as Exhibit 10(iii)(a). *

Amended and Restated Employment and Consulting Agreement between Armstrong Holdings, Inc.,
Armstrong World Industries, inc. and George A. Lorch dated February 2001. *

Form of Indemnification Agreement between Armstrong Holdings, Inc. and certain of its Directors and
Officers dated October 20, 2000, together with a schedule identifying those Directors and Officers and
the material differences among the agreements to which each executive is a party. *

Form of Indemnification Agreement between Armstrong World Industries, Inc. and certain of its
Directors and Officers, together with a schedule identifying those Directors and Officers dated October
20, 2000 and the material differences among the agreements to which each executive is a party. *

Armstrong World Industries, Inc.'s Bonus Replacement Retirement Plan, dated as of January 1, 1998,

as amended, is incorporated by reference herein from Armstrong World industries, Inc.'s 1998 Annual
Report on Form 10-K wherein it appeared as Exhibit 10(iii)(m). *
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No. 10(iii)(r)

No. 10(ii)(s)

No. 10(iii)(t)

No. 10(iii)(u)

No. 10(iii)(v)

No. 10(iii)(w)

No. 10(iii)(x)

No. 10(iii)(y)

No. 10(jii)(z)

No. 10(iii)(aa)

No. 10(jii)(bb)

No. 10(iii)(cc)

No. 11(a)
No. 11(b)

No. 21

No. 23

Copy of Employment Agreement between the Armstrong World Industries, Inc. and George A. Lorch
dated as of December 13, 1999 is incorporated herein by reference from Armstrong World Industries,

- Inc.'s 1999 Annual Report on Form 10-K wherein it appeared as Exhibit 10(iii)(n). *

Amended and Restated Employment and Consulting Agreement between Armstrong Holdings, Inc.,
Armstrong World Industries, Inc. and George A. Lorch dated August 7, 2000 and as amended October
30, 2000 is incorporated herein by reference from Armstrong Holdings, Inc. and Armstrong World
Industries, Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000 wherein it
appeared as Exhibit 10(c). *

Employment Agreement between Armstrong Holdings, Inc. and Michael D. Lockhart dated August 7,
2000 is incorporated herein by reference from Armstrong Holdings, Inc. and Armstrong World
Industries, Inc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000 wherein it
appeared as Exhibit 10(a). *

Employment Agreement between Armstrong Holdings, Inc. and Frank A. Riddick, 1l dated August 7,
2000 is incorporated herein by reference from Armstrong Holdings, Inc. and Armstrong World
Industries, Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000 wherein it
appeared as Exhibit 10(b). *

Employment Agreement between Triangle Pacific Corp. and Armstrong World Industries, inc. and
Frank A. Riddick, lli dated November 14, 2000. *

Amendment to Employment Agreement between Armstrong Holdings, inc. and Frank A. Riddick, Il
dated November 14, 2000. *

Employment Agreement between Armstrong World Industries, inc. and Marc R. Olivié, dated October
1, 2000. *

Armstrong Holdings, Inc.’s Stock Award Plan is incorporated by reference herein from Armstrong
Holdings, Inc.’s registration statement on form S-8 filed August 16, 2000, wherein it appeared as
Exhibit 4.1. *

Terms of Restricted Stock for Stock Option Exchange Program Offered to Employees and Schedule of
Participating Officers is incorporated by reference herein from Armstrong Holdings, Inc. and Armstrong
World Industries, Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000
wherein it appeared as Exhibit 10(i). *

Management Services Agreement between Armstrong Holdings, Inc. and Armstrong World Industries,
Inc., dated August 7, 2000 is incorporated by reference herein from Armstrong Holdings, Inc. and
Armstrong World Industries, Inc.’s Quarterly Report on Form 10-Q for the quarter ended September
30, 2000 wherein it appeared as Exhibit 10(g). *

Agreement between Armstrong Holdings, Inc. and Armstrong World Industries, Inc. and Triangle
Pacific Corp. dated November 14, 2000. *

Stock Option Surrender Agreement between Armstrong Holdings, Inc. and George A. Lorch, dated
September 25, 2000 is incorporated by reference herein from Armstrong Holdings, Inc. and Armstrong
World Industries, Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000
wherein it appeared as Exhibit 10(d). *

Computation for basic earnings.

Computation for diluted earnings per share.

List of Armstrong Holidings, Inc. and Armstrong World Industries, Inc.'s domestic and foreign
subsidiaries.

Consent of iIndependent Auditors.
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No. 24 Powers of Attorney and authorizing resolutions.

* Compensatory Plan

b. The following reports on Form 8-K were filed during the last quarter of 2000:

On November 27, 2000, the registrant filed a report on Form 8-K discussing Armstrong World Industries Inc.'s
failure to repay $50 million in commercial paper that was due November 22, 2000.

On December 7, 2000, the registrant filed a report on Form 8-K reporting that Armstrong World Industries Inc.,
Nitram Liquidators, Inc. and Desseaux North America, Inc. filed voluntary petitions for relief under Chapter 11 of
Title 11 of the United States Code with the United States Bankruptcy Court for the District of Delaware in
Wilmington.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ARMSTRONG HOLDINGS, INC.
(Registrant)

By /s/ Michael D. Lockhart
Chairman and Chief Executive Officer

Date: March 29, 2001

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant AH! and in the capacities and on the dates indicated.

Directors and Principal Officers of the registrant AHI:

Michael D. Lockhart Chairman and Chief Executive Officer
(Principal Executive Officer)

E. Follin Smith Senior Vice President and Chief Financial Officer
(Principal Financial Officer)

William C. Rodruan Vice President and Controller
(Principal Accounting Officer)

H. Jesse Arnelle Director

Van C. Campbell Director

Donald C. Clark Director

Judith R. Haberkorn Director

John A. Krol Director

David M. LeVan Director

James E. Marley Director

David W. Raisbeck Director

Jerre L. Stead Director

By: /s/ Michael D. Lockhart
(Michael D. Lockhart, as

attorney-in-fact for AHI directors and on his own behalf)
As of March 29, 2001

By: /s E. Follin Smith
(E. Follin Smith)
As of March 29, 2001

By: /s/ William C. Rodruan
(William C. Rodruan)
As of March 29, 2001
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ARMSTRONG WORLD INDUSTRIES, INC.
{Registrant)

By /s/ Michael D. Lockhart
Chairman and Chief Executive Officer

Date: March 29, 2001

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behaif of the registrant Armstrong and in the capacities and on the dates indicated.

Directors and Principal Officers of the registrant Armstrong:

Michael D. Lockhart Director and Chairman
(Principal Executive Officer)

E. Follin Smith Senior Vice President and Chief Financial Officer
{Principal Financial Officer)

William C. Rodruan Vice President and Controller
(Principal Accounting Officer)

James E. Marley Director

John N. Rigas Director

By: /s/ Michael D. Lockhart

(Michael D. Lockhart, as

attorney-in-fact for James E. Marley and on his own behalf)
As of March 29, 2001

By: /s/ E. Follin Smith
(E. Follin Smith)
As of March 29, 2001

By: /s/ William C. Rodruan
(William C. Rodruan)

As of March 29, 2001

By: /s/ John N. Rigas
(John N. Rigas)
As of March 29, 2001
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Armstrong Holdings, Inc. and Armstrong World Industries, Inc.

SCHEDULE 1l

Valuation and Qualifying Reserves of Accounts Receivable

Provision for Losses

Balance at beginning of year
Additions Charged to earnings
Deductions

Balances via acquisitions/(divestitures)
Balance at end of year

Provision for Discounts

Balance at beginning of year
Additions charged to earnings
Deductions

Balance via acquisitions/(divestitures)
Balance at end of year

Total Provision for Discounts and Losses

Balance at beginning of year
Additions charged to eamings
Deductions

Balances via acquisitions/(divestitures)
Balance at end of year

For Years Ended December 31

(amounts in millions)

2000 1999
$21.6 $ 15.0
13.1 10.2
(10.7) (3.5)
0.0 0.1)
$24.0 $216
$22.1 $31.3
271.7 257.6
(267.7) (266.3)
1.0 (0.5)
$27.1 $22.1
$43.7 $ 46.3
284.8 267.8
(278.4) (269.8)
1.0 (0.6)
51.1 $43.7
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No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No. 4(h)

3(a)

3(b)
3(c)

3(d)
4(a)

4(b)

4(c)

4(d)

4(e)

4(f)

4(9)

EXHIBIT INDEX

Armstrong Hoidings, inc.’s Amended and Restated Articles of Incorporation are incorporated herein by
reference from Exhibit 3.1(i) to Armstrong Holdings, inc.’s Report on Form 8-K dated May 9, 2000.

Armstrong Hoidings, Inc.’s Bylaws, effective May 1, 2000.

Armstrong World Industries, Inc.’s restated Articles of Incorporation, as amended, are incorporated by
reference herein from Armstrong World Industries, Inc.’s 1994 Annual Report on Form 10-K wherein
they appear as Exhibit 3(b).

Armstrong World Industries, Inc.’s Bylaws as amended November 9, 2000.

Armstrong Holdings, Inc.’'s Shareholder Summary of Rights to Purchase Preferred Stock dated as of
March, 14, 2000 is incorporated by reference herein from Armstrong Holdings, Inc.'s registration
statement on Form 8-K dated May 9, 2000, wherein it appeared as Exhibit 99.2.

Armstrong World Industries, Inc.'s Retirement Savings and Stock Ownership Plan effective as of
October 1, 1996, as amended November 5, 1999 is incorporated by reference herein from Armstrong
World Industries, Inc.'s 1999 Annual Report on Form 10-K wherein it appeared as Exhibit 4(b). *

Armstrong World Industries, Inc.'s $450,000,000 Credit Agreement (5-year) dated as of October 29,
1998, among Armstrong World Industries, Inc., The Chase Manhattan Bank, as administrative agent,
and the banks listed therein, is incorporated herein by reference from Armstrong World Industries,
Inc.'s 1998 Annual Report on Form 10-K, wherein it appeared as Exhibit 4(f).

Armstrong World Industries, inc.'s Indenture, dated as of August 6, 1996, between Armstrong World
Industries, Inc. and The Chase Manhattan Bank, formerly known as Chemical Bank, as successor to
Mellon Bank, N.A., as Trustee, is incorporated herein by reference from Armstrong World industries,
Inc.'s registration statement on Form S-3/A dated August 14, 1996, wherein it appeared as Exhibit 4.1.

Instrument of Resignation, Appointment and Acceptance dated as of December 1, 2000 among
Armstrong World Industries, Inc., The Chase Manhattan Bank and Wells Fargo Bank Minnesota,
National Association, regarding Armstrong World Industries, Inc.'s Indenture, dated as of August 6,
1996, between Armstrong World Industries, Inc. and The Chase Manhattan Bank, formerly known as
Chemical Bank, as successor to Mellon Bank, N.A., as Trustee.

Copy of portions of Armstrong World Industries, Inc.'s Board of Directors' Pricing Committee's
resolutions establishing the terms and conditions of $200,000,000 of 6.35% Senior Notes Due 2003
and $150,000,000 of 6 1/2% Senior Notes Due 2005, is incorporated herein by reference from
Armstrong World Industries, Inc.'s 1998 Annual Report on Form 10-K, wherein it appeared as Exhibit
4(h).

Copy of portions of Armstrong World Industries, Inc.'s Board of Directors’ Pricing Committee's
resolutions establishing the terms and conditions of $180,000,000 of 7.45% Senior Quarterly Interest
Bonds Due 2038, is incorporated herein by reference from Armstrong World Industries, Inc.'s 1998
Annual Report on Form 10-K, wherein it appeared as Exhibit 4(i).

Note Purchase Agreement dated June 19, 1989 for 8.43% Series A Guaranteed Serial ESOP Notes
due 1989 —2001 and 9.00% Series B Guaranteed Serial ESOP Notes due 2000-2004 for the
Armstrong World Industries, Inc. Employee Stock Ownership Plan (“Share in Success Plan”) Trust,
with Armstrong World Industries, Inc. as guarantor is incorporated by reference herein from Armstrong
Holdings, Inc. and Armstrong World Industries, Inc.’s registration statement on Form 10-Q for the
quarter ended September 30, 2000, wherein it appeared as Exhibit 4(a).
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No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

4(i)

10(i)(a)

10(i)(b)

10(i)(c)

10(i)(d)

10(i)(e)

10(i)(f)

10(i)(9)

10(iii)(a)

10(iii)(b)

10(iii)(c)

10(iii)(d)

Armstrong World [ndustries, Inc.’s $300,000,000 Revolving Credit and Guarantee Agreement dated
December 8, 2000, between Armstrong World Industries, Inc. and The Chase Manhattan Bank and
the banks referenced therein; the First Amendment to this Agreement, dated February 2, 2001; and
the Amendment Letter to this Agreement, dated February 28, 2001.

Armstrong Holdings, Inc. and Armstrong World Industries, Inc.agree to furnish to the Commission
upon request copies of instruments defining the rights of holders of long-term debt of the registrants
and their subsidiaries which are not filed herewith in accordance with applicable rules of the
Commission because the total amount of securities authorized thereunder does not exceed 10% of
the total assets of the registrants and their subsidiaries on a consolidated basis.

Armstrong World Industries, Inc.’s Agreement Concerning Asbestos-Related Claims dated June 19,
1985, (the "Wellington Agreement") among Armstrong World Industries, Inc. and other companies is
incorporated by reference herein from Armstrong World Industries, Inc.’s 1997 Annual Report on Form
10-K wherein it appeared as Exhibit 10(i)(a).

Producer Agreement concerning Center for Claims Resolution, as amended, among Armstrong World
Industries, inc. and other companies is incorporated by reference herein from Armstrong World
Industries, Inc.'s 1999 Annual Report on Form 10-K wherein it appeared as Exhibit 10(i)(b).

Indenture, dated as of March 15, 1988, between Armstrong World Industries, Inc. and Morgan
Guaranty Trust Company of New York, as Trustee, as to which The First National Bank of Chicago is
successor trustee, (relating to Armstrong World Industries, Inc.’s $125 million 9-3/4% Debentures due
2008 and Series A Medium Term Notes) is incorporated herein by reference from Armstrong World
Industries, Inc.'s 1995 Annual Report on Form 10-K wherein it appeared as Exhibit 4(c).

Senior Indenture dated as of December 23, 1998 between Armstrong World Industries, inc. and First
National Bank of Chicago, as Trustee, is incorporated herein by reference from Armstrong World
Industries, Inc.’s Registration Statement on Form S-3 (File No. 333- 74501) dated March 16, 1999,
wherein it appeared as Exhibit 4.3.

Global Note representing $200 million of 7.45% Senior Notes due 2029 is incorporated by reference
herein from Armstrong World Industries, Inc.'s Report on Form 8-K which was filed with the
Commission on May 29, 1999, wherein it appeared as Exhibit 4.2.

Agreement and Plan of Merger dated as of June 12, 1998, among Armstrong World Industries, Inc.,
Triangle Pacific Corp., and Sapling Acquisition, Inc., is incorporated by reference herein from
Armstrong World Industries, Inc.'s Form 8-K filed on June 15, 1998, wherein it appeared as Exhibit
10.1.

Agreement and Plan of Merger, dated as of June 30, 1999 by and among AlSI Acquisition Corp. and
Armstrong World Industries, Inc and Armstrong Industrial Specialties, Inc. is incorporated by reference
herein from Armstrong World Industries, Inc.'s Report on Form 8- K filed on July 14, 1999, wherein it
appeared as Exhibit 1.

Armstrong World Industries, Inc.'s Long-Term Stock Option Plan for Key Employees, as amended, is
incorporated by reference herein from Armstrong World Industries, Inc.'s 1995 Annual Report on Form
10-K wherein it appeared as Exhibit 10(iii)(a). *

Armstrong World Industries, Inc.'s Long Term Stock Incentive Plan is incorporated by reference herein
from Armstrong World Industries, Inc.’s 1998 Annual Report on Form 10-K wherein it appeared as
Exhibit 10(ii)(j). *

Armstrong World Industries, Inc.'s Directors’ Retirement Income Plan, as amended, is incorporated by
reference herein from Armstrong World Industries, Inc.'s 1996 Annual Report on Form 10-K wherein it
appeared as Exhibit 10(iii)(c).*

Armstrong World Industries, Inc. and Armstrong Holdings, inc.'s Management Achievement Plan for
Key Executives, as amended February 26, 2001. *
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No.

No.

No.

No.

No.

No.

No.

No.

No.

No.
No.

No.

No.

No.

No.

10(iii)(e)

10iii)(f)
10(iii)(g)

10(iii)(h)

10iii)(i)

10(iii) ()

10(iii) (k)

10iii)(1)

10(iii)(m)

10(iii)(n)

10(iii)(0)

10(iit)(p)

10(iif)(q)

10(iii)r)

10(iii)(s)

Armstrong Wold Industries, Inc.'s Retirement Benefit Equity Plan (formerly known as the Excess

. Benefit Plan), as amended January 1, 2000 is incorporated by reference herein from Armstrong World

Industries, Inc.’s 1999 Annual Report on Form 10-K wherein it appeared as Exhibit 10(iii)(e).”
Armstrong Holdings, Inc.'s Deferred Compensation Plan, as amended May 1, 2000.*

Armstrong World Industries, Inc.'s Employment Protection Plan for Salaried Employees of Armstrong
World Industries, Inc., as amended, is incorporated by reference herein from Armstrong World
Industries, Inc.'s 1994 Annual Report on Form 10-K wherein it appeared as Exhibit 10(iii)(g). *

Armstrong World Industries, inc.'s Restricted Stock Plan For Non-employee Directors, as amended, is
incorporated by reference herein from Armstrong World Industries, inc.'s 1996 Annual Report on Form
10-K wherein it appeared as Exhibit 10(iii)(h). *

Armstrong World Industries, Inc.'s Severance Pay Plan for Salaried Employees, as amended October
31, 2000. *

Armstrong World Industries, Inc.'s 1999 Long Term Stock Incentive Plan is incorporated by reference
herein from Armstrong World-Industries, Inc.’s 1999 Annual Report on Form 10-K wherein it appeared
as Exhibit 10(iii)(j).”

Form of Agreement between Armstrong World Industries, Inc. and certain of its Executive Officers,
together with a schedule identifying those executives and the material differences among the
agreements to which each executive is a party. *

Agreement between Armstrong Holdings, Inc. and Michael D. Lockhart, dated August 7, 2000 is
incorporated by reference herein from Armstrong Holdings, Inc. and Armstrong World industries, Inc.’s
Quarterly Report on Form 10-Q for the quarter ended September 30, 2000, wherein it appeared as
Exhibit 10(e). *

Form of Indemnification Agreement between Armstrong Holdings, Inc., Armstrong Worid Industries,
Inc. and certain of its Directors and Officers, together with a schedule identifying those Directors and
Officers, is incorporated by reference herein from Armstrong Holdings, Inc. and Armstrong World
Industries, Inc.'s Quarterly Report on Form 10-Q for the quarter ended June 30, 2000, wherein it
appeared as Exhibit 10(iii)(a). *

Amended and Restated Employment and Consulting Agreement between Armstrong Holdings, Inc.,
Armstrong World Industries, Inc. and George A. Lorch dated February 2001. *

Form of Indemnification Agreement between Armstrong Holdings, Inc. and certain of its Directors and
Officers dated October 20, 2000, together with a schedule identifying those Directors and Officers and
the materiai differences among the agreements to which each executive is a party. *

Form of Indemnification Agreement between Armstrong World Industries, Inc. and certain of its
Directors and Officers, together with a schedule identifying those Directors and Officers dated October
20, 2000 and the material differences among the agreements to which each executive is a party. *

Armstrong World Industries, Inc.’s Bonus Replacement Retirement Plan, dated as of January 1, 1998,
as amended, is incorporated by reference herein from Armstrong World industries, Inc.'s 1998 Annual
Report on Formn 10-K wherein it appeared as Exhibit 10(iii)}(m). *

Copy of Employment Agreement between the Armstrong World Industries, Inc. and George A. Lorch
dated as of December 13, 1999 is incorporated herein by reference from Armstrong World Industries,
Inc.'s 1999 Annual Report on Form 10-K wherein it appeared as Exhibit 10(iii)(n). *

Amended and Restated Employment and Consulting Agreement between Armstrong Holdings, Inc.,

Armstrong World Industries, inc. and George A. Lorch dated August 7, 2000 and as amended October
30, 2000 is incorporated herein by reference from Armstrong Holdings, Inc. and Armstrong World
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No.

No.

No.

No.

No.

No.

No.

No.

No.

No.

No.
No.
No.

No.

No.

10(iii)t)

10(iii)(u)

10(iii)(v)

10(iii)(w)

10(jii)(x)

10(iii)(y)

10(iii)(z)

10(iii)(aa)

10(iii)(bb)

10(ii)(cc)

11(a)
11(b)
21

23

24

Industries, Inc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000 wherein it
appeared as Exhibit 10(c). * :

Employment Agreement between Armstrong Holdings, Inc. and Michael D. L ockhart dated August 7,
2000 is incorporated herein by reference from Armstrong Holdings, Inc. and Armstrong Worid
Industries, Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000 wherein it
appeared as Exhibit 10(a). *

Employment Agreement between Armstrong Holdings, inc. and Frank A. Riddick, lil dated August 7,
2000 is incorporated herein by reference from Armstrong Hoidings, Inc. and Armstrong World
Industries, Inc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000 wherein it
appeared as Exhibit 10(b). *

Employment Agreement between Triangle Pacific Corp. and Armstrong World Industries, Inc. and
Frank A. Riddick, Ill dated November 14, 2000. *

Amendment to Employment Agreement between Armstrong Holdings, Inc. and Frank A. Riddick, Il
dated November 14, 2000. *

Employment Agreement between Armstrong World Industries, Inc. and Marc R. Olivié dated October
1, 2000. *

Armstrong Holdings, Inc.’s Stock Award Plan is incorporated by reference herein from Armstrong

Holdings, Inc.’s registration statement on form S-8 filed August 16, 2000, wherein it appeared as
Exhibit 4.1. *

Terms of Restricted Stock for Stock Option Exchange Program Offered to Employees and Schedule of
Participating Officers is incorporated by reference herein from Armstrong Holdings, Inc. and Armstrong
World Industries, Inc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000
wherein it appeared as Exhibit 10(i). *

Management Services Agreement between Armstrong Holdings, Inc. and Armstrong World Industries,
Inc., dated August 7, 2000 is incorporated by reference herein from Armstrong Holdings, Inc. and
Armstrong World Industries, Inc.’'s Quarterly Report on Form 10-Q for the quarter ended September
30, 2000 wherein it appeared as Exhibit 10(g). *

Agreement between Armstrong Holdings, Inc. and Armstrong World Industries, Inc. and Triangle
Pacific Corp. dated November 14, 2000. *

Stock Option Surrender Agreement between Armstrong Holdings, Inc. and George A. Lorch, dated
September 25, 2000 is incorporated by reference herein from Armstrong Holdings, Inc. and Armstrong
World Industries, Inc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2000
wherein it appeared as Exhibit 10(d). *

Computation for basic earnings.

Computation for diluted earnings per share.

List of Armstrong Holdings, Inc. and Armstrong World industries, Inc.’s domestic and foreign
subsidiaries.

Consent of iIndependent Auditors.
Powers of Attorney and authorizing resolutions.

* Compensatory Plan
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EXHIBIT NO. 11(a)
. ARMSTRONG HOLDINGS, INC. AND SUBSIDIARIES
COMPUTATION FOR BASIC EARNINGS PER SHARE

FOR THE YEARS ENDED DECEMBER 31
(AMOUNTS IN MILLIONS EXCEPT FOR PER-SHARE DATA)

2000 1999 1998
Basic earnings (lgss) per share

Net earnings (loss) $122 $14.3 $(9.3)

Average number of common shares outstanding 40.2 39.9 38.8

Basic earnings (loss) per share 0.30 0.36 $(0.23)

EXHIBIT NO. 11(b)
COMPUTATION FOR DILUTED EARNINGS PER SHARE
FOR THE YEARS ENDED DECEMBER 31
(AMOUNTS IN MILLIONS EXCEPT FOR PER-SHARE DATA)
2000 1999 1998

Diluted earnings (loss) per share
Net eamnings (loss) $12.2 $14.3 $(9.3)
Average number of common shares outstanding 40.2 39.9 39.8
Average number of common shares issuable under stock options 0.3 0.3 0.6
Average number of common and common stock equivalents

outstanding 40.5 40.2 40.4

Diluted earnings (loss) per share $0.30 0.36 0.23

Diluted eamings (loss) per share for 1998 was antidilutive.
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EXHIBIT NO. 21

Subsidiaries of Armstrong World Industries, Inc.

as of 12/31/00

Armstrong World Industries, Inc. is owned 100% by Armstrong Holdings, Inc., which also owns 100% of Armstrong

Worldwide, inc.

AWI! Domestic Subsidiaries

Armstrong Cork Finance Corporation

Armstrong Enterprises, Inc.

Armstrong Realty Group, Inc.

Armstrong Ventures, Inc.

Armstrong World Industries Asia, Inc.

Armstrong World Industries (Delaware) Inc.

Armstrong World industries (India) Inc.

Armstrong World Industries Latin America, Inc.

Armstrong.com Holding Company

AW Licensing Company

AW (NEVADA), INC.

Charleswater Products, Inc.

Chemline Industries, Inc.

Desseaux Corporation of North America

Interface Solutions Holding, Inc. (35% owned; holds Armstrong’s
interest in interface Solutions, Inc.)

L.W. Insurance Company

Natural Plastic Research Institute

Nitram Liquidators, Inc.

Triangle Pacific Corp.

Worthington Armstrong Venture (50%-owned unincorporated affiliate)

AWI Foreign Subsidiaries

AIPB SPRL

Alphacoustic (UK) Ltd.

Armstrong (Floor) Holdings, B.V.
Armstrong (Floor) Holdings Ltd.

Armstrong (Japan) K.K.

Armstrong (Singapore) Pte. Ltd.

Armstrong (U.K\) Iinvestments

Armstrong Architectural Products S.L.
Armstrong Building Products

Armstrong Building Products B.V.
Armstrong Building Products Company (Shanghai) Ltd.
Armstrong Building Products G.m.b.H.
Armstrong Building Products S.A.
Armstrong Building Products S.r.l.
Armstrong DLW AG

Armstrong Europa G.m.b.H.

Armstrong Europe Services

Armstrong FSC, Ltd.

Armstrong Floor Products Europe G.m.b.H.
Armstrong Floor Products Europe Ltd.
Armstrong Floor Products Europe S.a.r.l.
Armstrong Metal Ceilings Limited
Armstrong Nova Scotia Unlimited Liability Company
Armstrong World do Brasil Ltda.
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Jurisdiction of
Incorporation
Delaware
Vermont
Pennsylvania
Deiaware
Nevada
Delaware
Nevada
Nevada
Delaware
Delaware
Nevada
Delaware
Defaware
Delaware
Delaware

Vermont

Delaware
Delaware
Delaware

Beigium

United Kingdom
Netherlands
United Kingdom
Japan
Singapore
United Kingdom
Spain

United Kingdom
Netherlands
PRC

Germany
France

italy

Germany
Germany
United Kingdom
Bermuda
Germany
United Kingdom
France

United Kingdom
Canada

Brazil



Armstrong World Industries (Australia) Pty. Ltd.

Armstrong World Industries (China) Ltd.

Armstrong World Industries (H.K.) Limited

Armstrong World Industries (India) Pvt. Ltd.

Armstrong World Industries (Thailand) Ltd.

Armstrong World Industries AB

Armstrong World Industries Canada Ltd.

Armstrong World Industries Holding G.m.b.H.

Armstrong World Industries Ltd.

Armstrong World Industries Mauritius

Armstrong World industries Pty. Ltd.

Armstrong World Industries de Mexico, S.A. de C.V.

Gema Holding AG

Liberty Commercial Services Ltd.

Novita Market SA (30%-owned affiliate)

Perfiles y Techos, S.L. (known as Peytesa)
(owned by WAVE)

Worthington Armstrong Metal Products Co. (Shanghai) Ltd.

(owned by WAVE)
Worthington Armstrong UK Ltd. (owned by WAVE)
Worthington Armstrong Europe S.A. (owned by WAVE)
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Exhibit No. 21

Subsidiaries of Armstrong Holdings, Inc.
as of 12/31/00

Armstrong Holdings, Inc.’s subsidiaries include all of the Armstrong World Industries, Inc subsidiaries, plus Armstrong
World Industries, Inc. (Pennsylvania) and its direct parent company, Armstrong Worldwide, Inc. (Delaware).
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EXHIBIT NO. 23

Consent of Independent Auditors

The Board of Directors
Armstrong Holdings, Inc.:

We consent to incorporation by reference in Registration Statement No. 333-74501 on Form S-3 and the Registration
Statements No., 33-91890, 33-18996, 33-18997, 33-29768, 33-65768, 333-74633, 333-79093 and 33343872 on Form
S-8 of Armstrong Holdings, Inc. of our report dated February 26, 2001, relating to the consolidated balance sheets of
Armstrong Holdings, Inc., and subsidiaries as of December 31, 2000 and 1999 and the related consolidated
statements of earnings, cash flows and shareholders' equity and the related financial statement schedule for each of
the years in the three-year period ended December 31, 2000, which report appears in the December 31, 2000 annual
report on Form 10-K of Armstrong Holdings, Inc.

Our report dated February 26, 2001, contains an explanatory paragraph that states three of the Company’s domestic
subsidiaries, including Armstrong World Industries, Inc. filed separate voluntary petitions for relief under Chapter 11 of
the United States Bankruptcy Code on December 6, 2000 and Armstrong World industries, Inc. has also defaulted on
certain debt obligations. Our report aiso states that the filing under Chapter 11 and the resulting increased uncertainty
regarding the Company’s potential asbestos liabilities raise substantial doubt about the Company’s ability to continue
as a going concern. The accompanying consolidated financial statements and financial statement schedule do not
include any adjustments that might result from the outcome of these uncertainties.

KPMG LLP

Philadelphia, Pennsylvania
March 27, 2001
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EXHIBIT NO. 23

Consent of Independent Auditors

The Board of Directors
Armstrong World Industries, Inc.:

We consent to incorporation by reference in Registration Statement No. 333-74501 on Form S-3 and the Registration
Statements No., 33-91890, 33-18996, 33-18997, 33-29768, 33-65768, 333-74633 and 333-79093 on Form S-8 of
Armstrong World Industries, Inc. of our report dated February 26, 2001, relating to the consolidated balance sheets of
Armstrong World industries, Inc., and subsidiaries as of December 31, 2000 and 1999 and the related consolidated
statements of earnings, cash flows and shareholders' equity and the related financial statement schedule for each of
the years in the three-year period ended December 31, 2000, which report appears in the December 31, 2000 annual
report on Form 10-K of Armstrong World Industries, Inc.

Our report dated February 26, 2001, contains an explanatory paragraph that states the Company and two of its
domestic subsidiaries filed separate voluntary petitions for relief under Chapter 11 of the United States Bankruptcy
Code on December 6, 2000 and the Company has also defaulted on certain debt obligations. Our report also states
that the filing under Chapter 11 and the resulting increased uncertainty regarding the Company’s potential asbestos
liabilities raise substantial doubt about the Company’s ability to continue as a going concern. The accompanying
consolidated financial statements and financial statement schedule do not include any adjustments that might result
from the outcome of these uncertainties.

KPMG LLP

Philadelphia, Pennsylvania
March 27, 2001
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EXHIBIT NO. 24

ARMSTRONG WORLD INDUSTRIES, INC.
POWER OF ATTORNEY

Re: 2000 Annual Report on Form 10-K -

|, James E. Marley, as a Director of Armstrong World Industries, Inc., do hereby constitute and appoint MICHAEL D.
LOCKHART or, in the case of his absence or inability to act as such, JOHN N. RIGAS, or, in the case of his absence
or inability to act as such, WALTER T. GANGL, my agent, to sign in my name and on my behalf the Company's Annual
Report on Form 10-K for the year ended December 31, 2000, and any amendments thereto, to be filed by the
Company with the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended,
with the same effect as if such signature were made by me personally.

/sl James E. Mariey

James E. Marley

Dated - February 26, 2001
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(EXHIBIT NO. 24)

I, Walter T. Gangl, Assistant Secretary of Armstrong World Industries, Inc., a corporation organized and existing under
the laws of the Commonwealth of Pennsylvania, do hereby certify that, at a meeting of the Board of Directors of said
corporation duly held on the 1% day of March, 2001, at which a quorum was present and acting throughout, the
following resolution was adopted and is now in full force and effect:

RESOLVED That the execution of the Company’s 2000 annual report on Form 10-K by members of the Board
of Directors through powers of attorney granting Messrs.. Lockhart, Rigas and Gangl the power to sign on their

behalf is authorized.

IN WITNESS WHEREOF, | have hereunto set my hand and the seal of said corporation this 26™ day of March, 2001.

Is/ Walter T. Gangl
Assistant Secretary
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EXHIBIT NO. 24

ARMSTRONG HOLDINGS, INC.
POWER OF ATTORNEY

Re: 2000 Annual Report on Form 10-K -

I, James E. Marley, as a Director of Armstrong Holdings, Inc., do hereby constitute and appoint MICHAEL D.
LOCKHART or, in the case of his absence or inability to act as such, JOHN N. RIGAS, or, in the case of his absence
or inability to act as such, WALTER T. GANGL, my agent, to sign in my name and on my behalf the Company's Annual
Report on Form 10-K for the year ended December 31, 2000, and any amendments thereto, to be filed by the
Company with the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended,

with the same effect as if such signature were made by me personally.

/sl James E. Marle:

James E. Marley

Dated - February 26, 2001
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(EXHIBIT NO. 24)

All powers of attorney required to be filed are substantially identical in ail material respects. Therefore, in accordance
with SEC Regulation 229.601(a) Instruction 2, only the foregoing copy is being included except, however, that the
manually signed copy filed with the Securities and Exchange Commission includes a complete set of powers of
attorney.

All powers of attorney differ only from the form of the foregoing in that they are executed by the following parties in the
capacities indicated on or about February 26, 2001.

H. Jesse Arnelle Director
Van C. Campbelt Director
Donald C. Clark Director
Judith R. Haberkomn Director
John A. Krol Director
David M. LeVan Director
James E. Marley Director
David W. Raisbeck Director
Jerre L. Stead Director
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(EXHIBIT NO. 24)

I, John N. Rigas, Senior Vice President and Secretary of Armstrong Holdings, Inc., a corporation organized and
existing under the laws of the Commonwealth of Pennsylvama do hereby certify that at a meeting of the Board of
Directors of said corporation duly held on the 26" day of February, 2001, at which a quorum was present and acting
throughout, the following resolution was adopted and is now in full force and effect:

RESOLVED That the execution of the Company’s 2000 annual report on Form 10-K by members of the Board
of Directors through powers of attorney granting Messrs. Lockhart, Rigas and Gangl the power to sign on their

behalf is authorized.

IN WITNESS WHEREOF, | have hereunto set my hand and the seal of said corporation this 26" day of March, 2001.

s/ John N. Rigas
Sr. Vice President & Secretary
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,ope N
—ummym_ Materlal Safety Data Sheet
CHEMICAL  5rrera CremicarGompary. ine. UNROVAL Emergency Phons: @oo 723370 =~

_ Middisbury, CT 06749 SAFETY DATA Information (203) 573-3303

MSDS No.—C261001 _ pate Issued: —___9/12/85 )40
IDENTIFICATION L2
Trade Name: NAUGEX® MBTS CAS Number: 120-78-§
Chemical Name: 22'-dibenzothiazolyl disulfide Chemical Family: Thiazole

SPECIAL REGULATORY HAZARDS

Ingredient CAS No. Exposure Limit OSHA (1910.1200) EEC*
Product 120-78-5 ND trritant Irritant

Hazard assessment based on available data,
Transportation: NA

PHYSICAL DATA

Appearance and Odor: Pale yellow powder; characteristic odor

Solubility: Slightly soluble in water Specific Gravity (H0 = 1); 1.53
Moderately soluble in benzene Vapor Pressure @ 20°C. NA
Melting Point; 320°F (160°C) P , @ " NA

Vapor Density (Air = 1):

Boiling Point: Volatility @ 70°F: Low

Other Data: NA

FIRE AND EXPLOSION HAZARD DATA

Flash Point. 518°F (271°C) COC Autoignition Temp: ND
Extinquishing Media: Water spray, dry chemical Flammable Limits; NA
Special Fire Fighting Procedures; Protect against inhalation of combustion products.
Unusual Hazards: May form explosive dust-air mixtures,

REACTIVITY DATA

Stability: Stable at ambient temperatures and pressures.
Incompatibility: Strong oxidizing agents.

Decomposition Products: Thermal: Various thiazote fragments, plus sulfur, Cambustian: Oxides of caitd o,
nitrogen, and suifur.

NA = Not Applicable ND = Not Determined *European Economic Community
Uniroyal makes no representalion or warranty with respect to the information in this Material Safety Data Sheet, The information is hawever, as of this
.date provided, Ing and accurate to the bes| of Uniroyaf's knowiedge. This list of information is not intended fo be afl inclusive. Actual conditions of use
and hnndlmg may require considerations of information olher lhan or in addlhon 1o, that which is provided herein.
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V) R.T. Vanderbilt Company, Inc. MATERIAL
y} WS TRIAL MIKERALS AND MCALS R p y’ SAFETY

30 Winfield Street, Norwalk, CT 06855 « (203) 853-1400 = TWX 710-468-2940
West Coast: 6279 East Slauson Avenue, Lus Angeles, CA 80040 + (213) 723-5208. DATA SH EET

m f Je / e / g g« Zu ‘,-“(
DATE: January 31, 1983
’ SECTION ¢
CHEMICAL NAME AND SYNONYMS _ __ ip %nggggﬂ:go TELEPHONE NO.
CHEMICAL FAMILY '
hiuram
ks, .
TRAOE NAME AND SYNONYMS METHYL TUADS
SECTION Il INGREDIENTS
MATERIAL % TOXICITY DATA
, . . 3
~ Tetramethylthioperoxydicarbamic diamide, CAS Req. No. 98 TLY - 5 mg/m
137-26-8 Oral LDLTSO mg/k
humans
‘ 0i1 antidusting 2
SECTION il PHYSICAL DATA
BOILING POINT (°F.) DENSITY Mg/m? 142
VAPROR PRESSURE (mm Hg.) gsn&gw “xghAwme
VAFOR DENSITY (AIR=1) (EVAPORATI(:I;I) RATE
SOLUBILITY IN WATER eg] i Qi b] e
APPEARANCE AND ODOR — 11hita to cream powder
SECTION IV FIRE AND EXPLOSIQN HAZARD DATA
F POINT HOD USEP), . < FLAMMABLE LIMITS Lel Vel
LASH POINT (METHOD U fgb ¢ (300°F)COC)
SPECIAL FIRE FIGHTING PROCEDURES ¢y contained breathing apparatus
UNUSUAL FIRE AND EXPLOSION HAZARDS

Information prasanied heréin has besn compiled rom sources considered 10 be dependable and I accurate ang reliable ta the best o pur knowledge and
veilat but is nol guaraniced 1o be zo. Nothing hersin is 10 be consirued as recommending any practicg or any product in violation of any patent of in vio-
1ation of any law or regulation. N is the user's responsibilily 1o delermina 1or himsel! the suilabitity of any material ‘or a specific purpose and 1o adopl such
salely precautions as may be necessary. We make No warranty as 1o the resulls (o be cbtained in using any material and, sinca conditions of use are nol
under our canlrol. wa must necessarily disclaim st liability with respect 1o 1he use of any material supplied by us
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SECTION V HEALTH HAZARD DATA

THRESHOLD LIMIT VALUE 3

_Sma/m

EFFECTS OF OVEREXPOSURE  May cause irritation of skin and eyes.

EMERGENCY AND FIRST AID PROCEDURES  1naaction: Induce vomiting - call physician if

subject has used alcohol within 48 hrs, Eyes: irrigate with water - call

physician, Skin: wash wjth soap and water. Inhalation: expose to fresh air..

SECTION VI REACTIVITY DATA

STABILITY UNSTABLE CONDITIONS TO AVOID

§ E
TAGL X

INCOMPATIBILITY (MATERIALS TO AVOID) Strong acids ., dl !C'i ng agents

HAZARDQUS DECOMPOSITION PROBLICTS €O, C‘;n_ S0,, N0 at compositian temperature, :

MAY GCCUR £ €| CONDITIONS TO AVOID
HAZARDOUS

POLYMERIZATION WILL NOT OCCUR

SECTION VI SPILL OR LEAK PROCEDURES

STEPS T A TE ASED OR SPILLED - . -
TEPS TO BE TAKEN N CASE MATERIAL IS RELE 5 Sweep spillage - wash residuals with

spap apnd water - transfer to a closed container.

WASTE DISPOSAL METHOD . .ording to CRCA 40 CER Section 261.33(f)

SECTION VIl SPECIAL PROTECTION INFORMATION

RESPI P PECIEY TYPE)
€ To“ﬁ } TEf’r‘%iuﬁc.lztor or chemical cartridge respirator at <50 mg/m3

upp
VENTILATION LOCAL EXHAUST X SPECIAL
MECHANICAL (GENERAL) OTHER
PROTECTIVE GLOVES T
Rubber EYEPROTECTION (10110

OTHER PROTECTIVE EQUIPMENT

SECTION X SPECIAL PRECAUTIONS

PRECAUTIONS TO BE TAKEN IN HANDUNG AND STORING
RE 1ONS TO BE A Store in a_cool place

OTHER PRECAUTIONS  nvoid ingestion of alcohol while handling material,

——
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K. T. VANDEREILT COMPANY, INC.
Industriai Minerals and Chemicals
30 Winfield Streat

Norwalk, CT 04855
(203) 853-1400 TUWX 710-448-2940
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MATERIAL
SAFETY
DATA BHEET

PRGE: B5
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Page 1 of 4

Customer Infol
Date! 05/24/88 Revisedt: 10/31/8% Supersedes! 0&6&/718/83
1. PRODUCT IDENTIFICATION FT4403

Trade Nameld ZETAaXx

Chemical Name? Zinc 2-mercaptobenzothia

Synenyms?! 2(3H) - Renzothiazolethlione,
CAS Reg. MNa. 155-04-4

Hazardous Ingredients/0SHA! None

Hazard: WNane

Cavreinogenic Ingredienta/0SHA/NTRP/IARC!

zo les

zZinc sa

No te

Lt

=~ Now - MSL

II. WARNING BTATEMENTS

WARNING! May irritate or sens(tize skin.

III. FHYSICAL. AND CHEMICAL DATA

Appearance and Odor?: Cream to pale veliow powder

liensity, at 25 deg C, Mg/cu m: 1.76

Solubility in Water?! Negligible

(% - Registered in U. 6§ fatent and TrademarP

Infonuateert ;e
Dl izt i
et .
LR L S A T . YL IR l‘, cons e doe it tee B 0bibdien ey in [ R AT T

ALY ©f . s

fo-de-rinniens bop el the

L B Gt Gty et Jans soesees S SIchare e te v i Il

T teale

Office:
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'

AERSY EETAS SRS IR BNV E) B A SRR T
S

IR ST




e JUNZ192@1 @8:42  FROM: ARMSTRONG EHS 7173965577 TO: 914R4870E187--28268  PAGE: 06

MENG:T ZETAX Fage 2 of 4

IV, FIRE PROTECTION

NF PA ID SYSTEM

Flash Point (deg C/deg F): N/A 1 o
2

Extinguishing Mediat MWater, foam, carbon dioxide, dry chemical

Special Firefighting Procedure! NIOSH~approved self-contained breath-
ing appavatus

Unusual Fire Hazard! When exposed to flame, emits anvid fumes.
Dust may feorm explosive mixture with air

V. REACTIVITY DATA

Thermal Stability: Stable

Materials to Avoid: To prevent formatlon of Suspect carcinogenic
nitrosamines, do not use with nitrosating agents

Hazardaus Folymerization? Will not occur

Hazardous llecompasition Productst Oxides of carbun, nitrogen, sulfur
and zine upoh combustion

vr. HEALTH HAZARD DATA

Exposure Limits?
For Froduct - Not established. Use Nuisance Dust Standard

OSHA TWA S mg/cu m — Respirablie LHust
1% mg/cu m — Totat Dust

ACGIH TWA 5 ma/cu m — Respirable Duct
10 mg/cu m = Total Dust

Lffects of Overexposure?

This product may cause eye, skin and upper respivatory irrite-
tion with prolaonged exposwwe to dust, Continuous skin contect
could lead to dermatitis and posstble skin sensitization

MLV IO fere © ceifod] Leerein WA e RO LTI LITS I T TR oPATY T P CR AR L LS TAREY EIRPIR P PR APACIF AU BT IHFTULTVTTY I AR VRIS VTIPS YERNT, P I DO T TP S PTI BP TO SV S
Eaast % IO O ez titese et Ty 00 B Matlian teecin - 2o . LR TR T 7S T o B T I S S L T P A |

e Gy B M G pegmnralaidy L jepe e ¥ X Y S PU R H TS e
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MEIG:  ZETAX Page 3 of 4

vIit. FPHYSIOLOGICAL EFFECTS SUMMARY

Acute oral LIDSO 540 mys/kg rats

Chronic effects are not knowu

VIII. PRECAUTIONS FOR SAFE HANDLING

Under dusty conditions, static electricity may cause an expln-—
Siona. Avoid prolotiged and vrepeated contact with skin. Avoid
breathing dust, Use with adequate ventilation

[ ISR T ST

[ YR O R TSy (YT T T
EETI RN T LN ATRET I 14
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.f | MSDGS:  ZETAX fage 4 of 4
IX. PROTECTION AND CONTROL MEASURES
/] Frotective Equipment! Rubber or FVYC glovet, goggles

Respiratory Frotectiont NIOSH-approved dust respivator If dusty

Ventilation: Sufficient fresh air flow to control dust

X EMERGENCY AND FIRST AI1D PROCEDURES

Eye Contact! Flush with water fuor at teast 15 minutes and consult
a physician

Skin Contact!: Wash with scap and water

Inhalation: Expose to fresh air. Keep warm and quiet. Give arti-—
ficial regpiration

XI. SPILL AND DISPOSAL PROCEINIRES

Spill or Leakage Frocedure! Swaep, shovel or vacuum into container

Waste Dispesal! Not an RCRA waste. Incinevate of dispose in indus—
trial landfill according to applicable environmental

vegulations

For Additional Information Contact$ Envivronmental Affairs
R- To UANE‘ERBILT CD-{ INCO
30 Winfield Streel
P.0, Eox 5150
Norwalk, CT 04856
Tels No.d (203) 853-1400
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| y0336
Material Safety D7ata Sheet

Uniroyal Chemical Company, Inc. UNIROYAL Emergency Phone: (203) 723-3670

. — World Headquarters CHEMTREC Transportation Emergency Phone: 1-800-424-9300
Middlebury, CT 06749 SAFETY DATA Information (203} 573-3303
MS0S No._ C263001 Date Issued: —9/12/85
IDENTIFICATION
Trade Name: METHAZATE® CAS Number: 137-30-4
Chemicail Name: Zinc dimethyldithiocarbamate Chemica! Family: Carbamates

SPECIAL REGULATORY HAZARDS

Ingredient

Product

.Hazard assessment based on available data.

Transportation:

NA

CAS Nao. Exposure Limit QOSHA (1910.1200) EEC*
137-30-4 ND Carcinogen (NCI} Carcinogen
Irritant Irritant

Solubility: Slightly soluble in water and Specific Gravity (HpO = 1): 1.68
- Ofgifggo?‘;ig?c Vapor Pressure @ 20°C. NA
:e,?'"g Po_m:' NA ( ) Vapor Density (Air=1). NA
oiling Point: .
Volatilit 70°F; Low
Other Data: NA ve

PHYSICAL DATA

Appearance and Gdor:  Off-white powder; slight odor

FIRE AND EXPLOSION HAZARD DATA
Flash Point: 200°F (33°C) TCC Autoignition Temp: NOD
Extinguishing Media: Water spray, dry chemical Flarmmable Limits: ND
Special Fira Fighting Procedures: Protect against inhalation of combustion products.
Unusual Hazards: May form explosive dust-air mixtures.

REACTIVITY DATA

Stability: Stable at ambient temperatures and pressures.

Incompatibility: Strong oxidizing agents and acids..

Decomposition Products: Oxides of carbon, nitrogen, sulfur and zinc under burning conditions.

[NA=Not Applicable

Uniroyal makes no representation or warranty with respect to the information in this Materlal Satety Data Sheet. The informalion is however, as of this
date provided, true and accurate to the best of Uniroyal's knowledge. This list of information is not intended 1o be all inclusive. Actual conditions of use
and handling may require considerations of information other than, or in addition 19, that which is provided herein.

ND = Not Determined *European Economic Communitly
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SPECIAL PROTECTION INFORMATION

Engineering Controls: | gcal exhaust ventilation strongly recommended to minimize dust exposure. Protect
closed dust handling systems against possible dust explosions. Avoid dust accumulations on building or
equipment surfaces.

Personal Protection Equipment:  Avoid all parsonal contact. Observe good personal I}ygiene.' Impervious
gloves and goggles should be worn when handling. In the absence of adequate ventilation, use NIOSH-
certitied dust cartridge respirator.

STORAGE, SPILLS AND DISPOSAL INFORMATION

Storage: Store away from sources of direct heat in a dry area. Keep containers closed when not in use,
Spills: Sweep or vacuum up. Shovel into secure containers for proper disposal. Avoid creating dust. Use
personal protective equipment as outlined abave.

Dispesal: in accordance with any applicable local, state, or federal regulation regarding organic waste.

Environmental Information: Environmental effects have not been determined.

HEALTH RELATED DATA

Specific Hazard(s): Moderately toxic by oral exposure. Contact with eyes or skin can cause {rritation. Expo-
sure can produce an adverse reaction when alcohol is consumed. Experimental animal evidence suggests
carcinogenic potential.

Primary Route(s) of Entry: No specific route.

First Aid Procedures: Eye contact: Flush with water for 15 minutes. Get medical attention.
Skin contact: Wash thoroughly with s0ap and water
Inhatation: Remove to fresh air.

Taxicology Information: Qraf toxicity: LDSQ (rats) - 500-1400 grkg
Dermal toxicity: LD50 (rabbits) - > 2 g/kg

Irritation: eye (rabbits) - moderate
skin (rabbits) - slight
Mutageniclty: Ames Salmonelia - positive
L5178Y Mouse lymphoma - negative

Chronic: The feeding to rats of up to 600 ppm and mice of up to 1200 ppm for two years produced an increased
incidence of tumors in both species in an NCI bioassay.

PAGE: 10
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—n L f\naterial Safety Data Sheet
UNIROY Uniroyal Chemical Campany, Inc. UNIROYAL Emergency Phone: (203) 72;3-3870
CHEMIML World Headquarters CHEMTREC Transportation Emergency Phone: 1-800-424-9300

_ Middlebury, CT 06749 SAFETY DATA Information (203) 573-3303

MSDS No.C225001 Date Issued: —7/31/85
l - R-1
IDENTIFICATION L357503
Trade Name: CELOGEN® AZ CAS Number: 123-77-3
Chemical Name: Azodicarbonamide Chemical Family: Carbonamide

applicable to various particle sizes
e.g., 120, 130, 140, 150, 180, 199, 1802, 1902

SPECIAL REGULATORY HAZARDS

Ingredient CAS No. Exposure Limit OSHA (1910.1200) EEC*
Azodicarbonamide 123-77-3 ND Sensitizer Sensitizer

Hazard assessment based on available data,
Transportation: NA

PHYSICAL DATA

Appearance and Odor; Yellow-orange powder; characteristic odor
Solubility:  Slightly soluble in water. Specific Gravity (H,0 = 1); 1.66 @ 25/25°C

Decomposes in alkaline solutions Vapor Pressure @ 20°C. NA
Melting Point: Decomposes at 374-428°F (180-220° C\lapor Density (Air = 1)' NA

Boiling Point: NA volatility @ 70°F; Not volatile below
Other Data: — decompaosttion temperature

FIRE AND EXPLOSION HAZARD DATA

. 74°F (190 ° -
Flash Point: ,’,‘,ﬁh‘o':f,‘i‘fg,’l‘.ﬁgiff about3 (180°C) Autoignition Temp: NOD

Extinquishing Media; Water spray, dry chemical Flammable Limits; ND
Special Fire Fighting Procedures: Protect against inhalation of decomposition products.

Unusual Hazards: Large volumes of gas are evolved during decomposition. May form explosive dust-air
mixtures.

REACTIVITY DATA

Stability; Stable below decomposilion temperature. Keep away from sources of heat, sparks and open flame.
Incompatibility: Strong oxidizers, acids, bases & metallic compounds will reduce decomposition temperature.

Oecomposition Products: Major decomposition products are N2, CO2, CO, NH3, & HOCN.

NA = Not Applicable ND = Not Delermined "guropean Economic Community
Uniroyal makes no representation or warranty wilh respect ta the information in this Material Safety Data Sheet. The information is hawever, as of this
date provided, rue and accurate to the best of Unirayal's knowledge. This list of information is not intended ‘o be afl inclusive, Actual conditions of use
and handlina mav reanire eonsiderations of information other than, or in addition to, that which is provided herein,
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SPECIAL PROTECTION INFORMATION

Engineering Controls: | gcat exhaust ventiliation is strongly recommended for all hot processing and powder
handling. Protect closed handiing systems against possible dust explosions. Avoid dust accumulation on
building or equipment sutfaces.

Parsonal Protection Equipment: Aveid all personal contact. Observe good personal hygiene. Impervious
gloves and goggles should be worn when handling. If ventilation is inadequate, use a NIOSH-certified
respirator protection for dust or organic vapor as appropriate.

STORAGE, SPILLS AND DISPOSAL INFORMATION

Storage: gare in a cool, dry area in closed containers. Avoid any source of heat close to 374° F (180°C).
Spills: gweep or vacuum up. Avoid creating dust. Shovel into secure containers for proper disposal. Use
personal protective equipment as outlined above.

Disposal: |n accordance with any applicable local, state, or federal reguiations regarding organic waste.

Environmental Information: Environmental effects have not been determined.

HEALTH RELATED DATA

Specitic Hazard(s): Contact with eyes may cause irritaiton. Repeated minimal inhalation exposure can cause
respiratory sensitization and asthma. Exposure to decomposition gases can cause irritation to eyes, lungs, and
mucous membraneés.

Primary Route(s) of Entry: nhalation or skin absorption.

First Aid Procedures: Eye contact: Flush with water for 15 minutes. Get medical attention.
Skin contact Wash with soap and water
Inhalation: Remove to fresh air.

Toxicology Information: The following data is for azodicarbonamide:
Oral toxicity: LD50 (rats) - 6.8 g/kg
Dermal toxicity: LD50 (rabbits) - = 2g/kg
{rritation: eye (rabbits) - slight
skin (rabbits) - negative

Sensitization: respiratory - positive based on human experience.
Genotoxicity: Ames Salmonelia - positive

CHO HGPRT - negative

Rat hepatocyte UDS - negative

Mouse micronucleus ~ negative
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MATERIAL SAFETY DATA SHEET = CARBON BIACK. ' ' .o.; A .
__'_,...--""'_'_“___—' :/' ;_Dr'/'.‘

' : CABOT CORPORATION /mm&?
OH

Manufacturer's Name . .
Address: 950 Winter Straet, Waltham, MA 02254 October 1, 1987

7 1F

Emergency Telephone Nymbers: (617) 653-3455\(‘!’#9-}———”// OR
' (304) 665-2442 (Nights & Weekands)

Chemical Name _Formula ZTrade Names: BLACK PEARLS® ELFTEX® MOGUL® (CSX
Carbon black o] MONARCH®  REGALS STERLING® VULCAN® CRX

SECTION XX = INGREDIENTS
Ingredient CAS Registry No, Percent —OSHA PEL _ ACGIH TLV
Cagbon Black  1313-86-4 100 3.5 mg/m 3.5 mg/m’
Q, .:z, Hazard
Non-hazardous Carbon black is listed in OSHA 29CFR 1910.1000,Table Z-1
o 0 - SICAL D
Boiling Point (°F) N.A.» Specific Gravity (H,0 = 1} 1.7-1.9
Vapor Pressure (mm Hg.) N.A.» Percent Volatile by Volume (%) N.A.»
Vapor Density (Air = 1) N.A.* Evaporation Rate N.A.»
Solubility in wWater Insoluble
Appearance and odor Amorphous black solid, no odor
ON - D IOSTON HAZ A
Flammable Limits LEL ULL
Flash Point. N.A.#® Ignition in air above 600°F N.A.% N.A.*

Extinguishing Media: Copious Water

Special Fire Fighting Procedures: Normal fog or nozzle jet application

and/or exclusion of air.

Unusua) Fire and ogsion Hagza : Carbon monoxide and carbon dioxide are
products of combustion. Use appropriate respirator for protection
against possible sxposure to CO or CO,. It may not be obvious that
the carbon black is burning unless the material is stirred and spaxks are

apparent.
) SECTION V -~ HEALTH HAZARD DATA
ts o osure
A. Inhalatjion:

Acute: None known. Posgible temporary discomfort due to fnhalation
of dust concentrations abcve the Permissible Exposure Limit, :

Chronjic: Carbon black contains trace amounts of. adsorbed polynuclear
aromatic compounds (PNA). In non-adsorbed form, some PNA's have .been
found to be carcinogens in certain studies. No carcinogenic effect has
been found in animals or humans due to exposure to carbon black.
Carborr black is not congldered a carcinogen by IARC, OSHA or NTP.

Epidemioclogic studies of workers in the carbon black producing induscry
in the U.S. and W. Europe show no significant health effects due to
occupational exposure to carbon black. Some studies in the USSR and

E. Europe report a high incidence of respiratory diseases, including;
bronchitis, pneumoconiosis, emphysema and rhinitis, These studies are
of questionable validity due to poor design and methodology, lack of
adequate controls and extremely high exposures to dust and other
materials (e.g., carbon monoxide, coal oil and petroleum vapors).

aN.A. Not Applicable RELEASED SEP “7.1988  CENTRAL QUALITY CONTRG
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CAS No. S7455-37-5 ., e /e
/37

MATERIAL SAFETY DATA SHEET / (/7_(57/,f,
Product/Material Ultramarine 8lue
Manufacturer/Oistributor Whittaker, Clark & Daniels, Inc,
Address 1000 Coolidge Street

South Plainfield, NJ 07080
Emergency Telephone No. (201) 561-6100
Section 1 + Product Identification
Trade Name Vitramarine Blue
Synonym C.I. Pigment Blue 29:77007
Chemical Family Sodium ATumino Sulphasilicate
: Formula ‘Naé A16 Si6 024 S4

CAS Number 57455-37 -5
HMIS : | Health 1

Flammability O
Reactivity 0

Section Il - Hazardous Ingredients

None

Section IIl - Physical Data

Boiling Point (°F) Not Applicable

Vapor Pressure (mmHg) Not Applicabla

Vapor Density Not Applicable

Solubility in Water Insoluble

Specific Gravity 2.26 - 2,35

Percent Volatile by Weight 0

Evaporation Rate 0

Appearance and Odor Fine blue odorless pawder.

RELEASED JUN 2 3 1988 CEVTRAL QUALITY conTaat
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CAS No. 57455-37-5

Section IV - Fire and Explosion Hazard Data ' 57 /
Flash Point Non-flammable /47 /

Flammable Limits LEL - Non-flammable M'D /3/

UEL - Non-flammable
Extinguishing Media Any &/gf
Special Fire Fighting Procedures None

Unusual Fire and Explosion Nane
Hazards

Sectign V - Health Hazard Data

Threshold Limit Values 10mg/M3 (ACGIH)
Effects of Overexposure;
Acute Oral Toxicity LD50 more than 10,000 mg/kg.
Skin [rritation Non-irritant and nan-sensitizing.
Eye Irritation None
Carcinogenicity Not listed with NTP, IARC, or OSHA
as a known or suspected
carcinogen.
Emergency and First Aid Not applicable. Ultramarine is a
non-hazardous product.
Medical Conditions Aggrevated Parsons suffering from chronic
by Exposure respiratory diseases may be at

increased risk.

Section VI - Reactivity Data

Product is stable.
Incompatibility Acids

Hazardous Oecomposition Products With acids, hydrogen sulphide is
released,

Hazardous polymerization will
not occur,

RELEASED JUN 23 1988 CENTRAL GUALITY CONTROL
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CAS No. 57455-37-5 f;,
Section VIl -~ Spill or Leak Procedures /L/7 /?

Steps to take in case material Narmal clean-up procedures, WD /5/
is released or spilled Avoid flushing large guantities

into drains. Vacuum cleaning é?
systems are recommended, (;7_-23

Waste Disposal Method Dispose of in accordance with
federal, state and local
regulations.

Section VIII - Special Protection Information

None, but avoid excessive nuisance dust, Use of a dust respirator
is recommended when aexposure limits may be exceeded,

Section IX - Special Precautions

Do not stare near acids

Issued: 10/86
Supersedes: 1/86

RELEASED JUN 23 1988 CENTRL QUALTY Coumir
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FROM: ARMSTRONG EHS 7173965577

ABOUT THIS BULLETIN

The dsta in this bulletin apply to all Geon® viny! resins.
These resins are white, tharmoplastic, granular pow-
oers manufactured by suspension, dispersion or mass
polymerization processes. They are all 100% polyvinyl
chioride homopolymer or copolymer. Although proper-
ties may vary in terms of molecular weight, particle
size, porosity and other characteristics, satety and
handling precautions are gimilar for each resin.

Vinyl resin Is normally used In combination with func-
tional additives such as stabilizer, iubricant, pigment,
etc. When combined with these other ingredients, the
resulting product is commonly called & viny! “cam-
pound.” This bulletin does not apply to compound, For
information applicable to compound, please read
BFGoodrich Bulletin G-62 CMPD, “Material Safety
Data, Geon® Vinyl Compound.”

The data in this bulletin does not include any informa-
tion on the sultability of vinyl tor any particular applice-
tion nordoes it discuss any precautions that may apply
to specific end products. Moreover, this bulietin cannot

/67373

TO:31484B7UB187--28268  PAGE: 18

cover all possible sltuations which the user may expe-
rience during processing. Each aspect of your opara-
tion should be examined to determine if, or whers,
additional precautions may be necessary. All health
and safety Information contained in this bulletin
should be provided 1o your employees or customers.,
We must rely on you (0 use this Information to develop
appropriate work practice guldelines and employee
instructional programs for your operation.

SPECIAL NOTE: Viny! chloride and polyvinyl chloride
(PVC)are notthe same material. Vinylchloride isaflam-
mable gas that Is strictly reguiated by DOT, EPA and
OSHA. Through a chemical reaction, this gas — known
asamonomer - is converted to a non-hazardous white
granular powder called polyvinyl chioride resin, PVC, or
simply, vinyl. Vinyl resin is not a cancer suspect agent.
Moreover, the reaction is not reversible. That is, thermal
processing or decomposition will not cause polyvinyl
chloride to revert back to vinyl chloride monomer. (See

Section Il and Appendix 1)
Sfae/FE

0D 15/

SECTION |

Manufacturer's Name The BFGoodrich Company, Chemical Group
Address 6100 Qak Tree Boulevard, Cleveland, OH 44131
Teiephone Number (216) 447-6000
Trademark Geon® Vinyl
Chemical Name/Synonyms Poly(vinyl chioride), PVC, vinyl.

Formula
Chemical Family
CAS Registry Number

Transpontation Emergency
Telephone

Homopolymer resin: (CH,CHCI),
Ethene, chioro-,homopolymer
Homopolymer resin: 9002-86-2

CHEMTREC: (800) 424-9300

RELEASED JUN 9 1988 CEMTRAL QUALITY CONTROL

= Virtually alt Geon® vinyl resins are polyvinyl chioride
homopolymer. We do manutacture a limited number
of copolymer dispersion resins. These are polymer-
ized with another monomey, e.g., carboxylic acid,
viny! acetate or a vinyl ester.

« Specific grades of Geon* vinyl resin comply with
applicable provisions of the U.S. Food and Drug
Administration regutations governing food contact
{21CFR). Please consult product literature for details.

+ Geon* viny! resins are inciuded in the Toxic Sub-
stances Control Act, Inventory of Chemical Sub-
stances, developed by the U.S. Environmental
Protection Agency.
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FROM: ARMSTRONG EHS

SECTION I
HAZARDOUS INGREDIENTS

Vinyl resin contains a very small amount of residual
vinyl chloride monomer (CAS Reglstry Number: 75-01-
4). Extensive product and process improvements have
resulted in the reduction of residual monomer to
average levels less than 1.5 parts per miliion (ppm) in
mast prime grades of Geon®vinyl resins. Today, there is
virtually no employsee exposure to vinyl chloride mono-
mer above the OSHA action level of 0.5 ppm when han-
dling or processing Geon® vinyl resin. Plaase read
Appendix 1 for workplace axposure limits.

Please read Appendix 2 - Mazardous Substances.

SECTION il

PHYSICAL DATA
(Typical data, not specifications)
Inherent Viscosity — 0.50 - 1.16
Specific Gravity — 1.40
Solublility in Water — Slight
Particle Slze, microns
Dispersion resin:  0.2-15
Blending resin: 25-130
Suspension resin;  70-150
Appearance and Odor
White, free-fiowing powder. Practically odorless or
bland odor.
Other
Characteristics such as vapor pressure, vapor density,
boiling point and evaporation rate do not apply to solid
materials such as vinyl resin. .

SECTION IV

FIRE AND EXPLOSION HAZARD DATA

Ignition Characteristics (ASTM D-1929)

Vinyl resin has a flash-ignition temperature of about
391°C (735°F) and a self-ignition temperature of about
454°C(B50°F). Vinyl resin by itself will not supportcom:
bustion because it requires a higher concentration of
oxygen forburning than is presentinthe earth’s atmos-
phere. Vinyl resin can be forced to burn by continuous
application of intense heat. Like all combustible mate-
rial, protect from opsen flame and maintain proper clear-
ance when using poriable heat devices, etc. Store
flammable liquids away from vinyl resin,

Flash-ignition Temperature: The towest initiat tem-
perature of air passing around the specimen at
which sufficient combustible gas is evoived to be
ignited by a small external pilot ffame,

Selt.Ignition Temperature: The lowest inllial tem-
peraturg of air passing around the specimen at
which, livthe absence of an ignition source, ignition
occurs of itself, as indicated by an explosion, llame
or sustained glow.

Extinguishing Media

Walter is most effective. ABC dry chemical, AFFF, and
protein type air foams are also effectve. Geon™ viny!

7173965577
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resins are “ondinary combustibles” (NFPA detined
Ciaas A). Carbon dioxide is not generaily recom-
mended for use on Class A fires as a lack of cooling
capacity may result in reignition.

Speciai Fiee Fighting Procedure

Wear positive pressure, Self-Contained Breathing
Apparatus (SCBA). Pergsonnel not having sultable
respiratory protection must leave the area 1o prevent
slignificant exposurs to toxic combustion gases from
anysource. Inenclosad or poorly vantilated areas, wear
SCBAduringcleanupimmediately afteraflireaswell as
during the attack phase of firefighting operations.

Combustion Praducts

When forced to burn, about 97% of the combustion
gases from vinyl resin will be a combination ot hydro-
gen chloride, carbon monoxide and carbon dioxide.
Othergases willinclude small amounts ofbenzene and
aromatic and aliphatic hydrocarbons.

The combustion products of vinyl resin, like those from
other natural and synthetic malerials, must be consid-
ared toxic. Like wood, paper and cotton, the major haz-
ard is carbon monoxide, Carbon maonoxide is an
asphyxiant while hydrogen chiorideis an irritant. When
vinyt is burned, It will have a getectable, pungent odor.

Unusual Fire and Explosion Hazards

+ Hydrogen chlioride has a corrosive effect on many
metals. Affected equipment surfaces and unpro-
tected structural elements of buildings should be
washed 1o remove corrosive deposits as soon as
possible after depositions have occurred.

+ Vinyl resin is not considered to be a dust explosion
risk. The potential hazard has been evaluated using
the Hartmann Vertical Tube Apparatus. Data have
aiso been reported by the National Fire Protection
Association {NFPA).

(1) Inthe Hartmann apparatus, vinyl resin represent-
ing fine particle size (2 Microns), medium particle
size (75 Microns) and large particle size (130
Microns) does not ignite or explode in concentra-
tions up to 2.0 gm/iiter.

(2) The NFPA shows “fine” particle size vinyl resin to
have 8 low order of risk.“

Explosibility index: < < 0.1 (Weak)
Ignition sensitivity: < < 0.1 (Weak)
Explosion severity: < (.1 (Weak)

ignition temp., dust
cloud: 660°C (1220°F)
*Source: NFPA 6541975, "“Prevention ot Dust Explosions in

the Plastics Industry’ < « 0.1 maans thatignilion of ihe dust
cioud is not obtained by a spark or flame source.

AS a precaution, it is prudent to employ standard
safety measures used in handling finely divided
organic powders,

RELEASED JUN 9 1388 CENTRAL QUALTY CONTROL
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FROM: ARMSTROMNG EHS T173965577

SECTION YV

HEALTH HAZARD DATA

Threshold Limit Valus
None establistved

Ef{ects of Overexposure
= There are no significant health hazards from vinyl

resin at amblent temperature (see Dust Exposure).

+ No adverse health effects are expected from proces-
sing viny! resin when polential exposures are mini-
mized by good industrial hyglene practice and
adequate ventilation. Nevertheless, at processing
temperatures, the sum total of all ingredients in a
vinyl-based compound (e.¢., vinyl resin, stabilizer,
lubricant, modifier, etc.) may emit fumes and vapors
that are irritating to the respiratory tract, eyes or skin
of some sensitive people. This depends upon proces-
sing technique and temperature, volume processed
and, most importantly, the effectiveness ot exhaust
ventilation provided to the process area.

Inhalation of decomposition or combustion prod-
ucts, especiaily hydrogen chioride, wlll cause Irita-
tion of the respliratory tract, eyes and skin, Depending
on the severity of exposure, physiological response
wilt be coughing, pain and inflammation. Individuals
with bronchial asthma and other typas of chronic
obstructive respiratory diseases may develop
bronchspasm if exposure is prolonged.

SPECIAL NOTE: Hydrogen chloride is detectable by its
sharp, pungent odor in concentrations as low'as 1-5
ppm. Low concentrations (below 50 ppm) are not harm-
ful in short-term exposures, but do provide excelient
warning properties by causing coughing or imitation.
Because the protective response is 80 strong, humans
rarely submit to damaging concentrations — instead,
there is an unmistakable urge to leave the area.
Repeated or prolonged exposure to high concentra-
tions can cause eye and respiratory damage. Instudies
sponsored by the Federal Aviation Administration, no
incapacitation, no impairment to escape and no signif-
icant post-exposure effects occurred in baboons
exposed to hydrogenchlorideupto 11,400ppm (1.14%).
OSHA has established a ceiling limit of 5 ppm for
workplace exposure to hydrogen chloride.

Ememency and First Ald Procedure

It irritation persists from exposure to processing
vapors ot decomposition products, remove the
aHected individual from the area. Call a physician.
Provide protection before allowing reentry.

Toxicology Overview

Geon® vinyl resins have been evaluated by studies
involving the intracutaneous (skin) and intramuscular
injection in rabbits, by studies invalving dietary
administration (i.e., ingestion) to rats for nearly the life-
time of the animals, and b’ numerous human patch
tests using panels of 50 or more people. No significant
reactions, skin irritation, sensitization, or other
delaterious effects have been observed in these
Studies.

RELEASED JUN 9 1988 CENTRAL QUALITY CONTROL
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Duat Exposure % 4% / =/
Vinyl resin has littie effect on the lungs and is not
known to cause any disease when dust exposure is
minimized.
While there is no evidence of a substantial risk to
heaith, a British study found a amall decrease in
breathing capacity for workers who smoked and were
exposed 10 vinyl resin dust. This decraase was about
ona-seventh of that caused by normal aging and about
equal to that expected with a one-pack-a-day cigarette
smoker. There was no significantdecreasein breathing
capacity from inhalation of vinyl resin dust by non-
smokers.
The American Conferance of Governmental Industrial
Hyygienists' Threshold Limit Value (1884) for nuisance
dust is 10 mgim? for total dust and 5 mg/m? for respira-
ble dust. Respirable dust are those particles in a size
range below 10 microns. Typical particle stze for sus-
pension and mass vinyl resin is 70-150 microns; blend-
ing resin is 25-130 microns. Dispersion resin has an
average panicle size below 5 microns.

Routine inhalation of dust of any kind should be
avoided. Exercize care when dumping bags, sweeping,
mixing or doing other tasks which can creale dust.
Where large amounts of any dust may occur, wear a
respirator approved by NIOSH/MSHA to protect
against nuisance dust.

SECTION VI
REACTIVITY

Stabllity — Stable
Hazardous Potymerization — Will not occur

Hazardous Decomposition Products

Hydrogen chloride, carbon monoxide, carbon dioxide
and small amounts of benzene and aromatic and
aliphatic hydrocarbons.

incompatibility (materials to avoid)

Avoid contact with aceta! or acetal copolymers and
with amine containing malerials during processing. At
processing conditions these materials are mutually
destructive and involve rapid degradation. Thoroughly
purge and mechanically clean processing equipment
to avoid even trace quantities of these materials from
coming in contact with each other. Prevent cross
contamination of feedstocks.

SECTION VIl
SPILL OR LEAK PROCEDURE

Steps to be taken in case material is released or spilled
Vacuum or sweep into a closed container for reuse or

disposal.

Waste Disposal Method

Dispose of waste in a licensed landfill or by incinera-
tion in accordance with federal, state and local regula-
tions, For wasie disposal purposes, Geon?vinyl resins
are not defined or designated as hazardous by current
provisions of the Federal Resource Conservation and
Recovery Act (RCRA ~ 40CFR261). If incinerated, be
aware that hydrogen chioride is generated.

PAGE: 26
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FROM: ARMSTRONG EHS

SECTION ViII

SPECIAL PROTECTION
INFORMATION
Ventlistion

Provide eflective exhaust ventllation 1o draw dust and/
or fumes away from workers to prevent routine Inhala-
tion. Compounding, hot meit processing (extruding,
molding, etc.), cutting or sawing, machining, regrind-
Ing, thermolorming, heat welding, and other proces-
sing of post-processing operations involving heat
sufficient to result in polymer breakdown should be
examined to ensure adequate ventilation,

Ventilation guidelines and techniques may be tound in
the following publications:

— NIOSH Recommended Industrial Ventilation
Guidelines; GPO #017.033-00136-7. Available from
the Superintendent of Documents, U.S. Government
Printing Office, Washington, DG 20402 ($9.00 as of
December 1584).

-~ Industrial Ventitation, 18th Edition. Available from
the American Conference of Governmental Indus-
trial Hygienists, 6500 Glenway Ave., Bidg. D-5,
Cincinnat{, Ohio 45211 ($15.00 as of December 1984).

Respiratory Protection

Not normally required. Abnormal conditions such as
equipment matfunction, use of improper equipmeni or
procedures, or hangup or stagnation of vinyl-based
compound during processing may cause decomposi-
tion. Employees involved in removing decomposing
maierial should be provided with suitable air-supplied
respirators, such as NIOSHMSHA-approved positive
pressure, self-contained breathing apparatus.

Protective Equipment

Not normally required. Wear protective gloves when
handling hot material during processing. Safety
glasses are recommended for all industrial work-
piaces.

SECTION IX

SPECIAL PRECAUTIONS
(For vinyl resin and vinyl-based compound)

Normal Melt Processing. Virtually all thermapiastic
materials will emit fumes and/orvapors when heated to
processing temperatures. The concentration and com-
position of these vapors will depend upon variables
such as the specific compound formulation and proc-
essing method and temperature. Always use vinyl
compound under well-ventllated conditions and avoid
continued or prolonged breathing of process vapors.
For personal hygiene, wash thoroughly after handling
resin, especially before eating, smoking or using tollet
facilities. Do not store or consume faod in processing
areas. Do not.use processing equipment to heat food.

Cleanup following normal melt processing should be
performed under well-ventilated conditions. Com-
pound based upon vinyt resin may be held at process
temperatures for a short time without significant ther-
maldeqradation. However, it should be recognized that

T173965577
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exposure to either elavated temperature or excessive
haat history (time) will result In decomposition.® Equip-
ment should not be shut down for extended time
periods with vinyl compound in it, or decompaosition
and possible corrosion of unprotected matal may
result, if dies and screws are not to be claaned manu-
ally,then compound should be purged from procassing
equipment prior 1o shutdown using speclal vinyl purge
compound or a compatible thermoplastic such as
general purpose ABS (do not use flame-retarded or
halogen-containing grades tor this purposa).

“Time and tempearature required to initlate degradation will vary
depending upon procesaing technique, degres of compound stabiti-
zation and athac tactors, As a genaral rule-of-thumb, degradation

beagins tooccur aftar about one hour sl 177°CRS0°F), about ten min-
utos a1 204°C (400°F) and within five minutes at 232°C 450°F).

in case of power loss or other mishap, shut off the
machine and dismantle the die assembly as soon as
possible before degradation or decomposition begins.
If decomposition begins (with gassing and “popping"
sounds) before the die can be disassembled, danger-
ously high pressure may occurin the die system. Inthis
event, shut off the machine, clearthe area of personnel
&nd wait until decomposition stops. Thoroughly venti-
late the arsa. Ramove and disassemble the die system.
Theee are guidelines only. Refer to technical service
reports and equipment manufacturet’s recommenda-
tions for specific procedures.

Regrinding scrap normally generates substantiat heat.
Cool regringd befare placing it in containers. The excel-
lent insulating quality of vinyl will prevent heat in the
center of a container from escaping, potentially result-
ingin slow thermal decomposition of theamaterial. This
may not only render the product unsatistactory for
further processing but also result in fumes and vapors
being released into the workplace atmosphere.

" Remove vinyl resin from walkways and tioors to

prevant slippery footing.

Sprinklered warehouseé areas are recommended.
Although viny! resin by itself wilt not support combus-
tion, materials such as wooden pallets, cardboard
boxes and other combustibles can provide sufficient
fuel to cause vinyl to burn,

Compounding vinyl resin, Many of the common com-
pounding ingredients which are mixed with vinyl resin
may require special handling, especially respiratory
protection. It is the user's responsibility to obtain and
follow the recommended precautions of the individual
additive supplier.

SPECIAL NOTE: Vinyl compound at or above normal
processing temperature mu:st never be allowed to
accumulateinthick masses, oritwilibegin (othermaity
decompose and to swell due to internal gassing. Gas-
sing may cause a thick mass to explode if its outside
surface is hardened. Molten waste shouid be collected
as strands or flatiened to 2-inches or less, and
quenched in a drum of cold water provided for this pur-
pose. Decomposing material should be removed to a
well-ventilated area, preferably outdoors.

RELEASED JUN 9 1988 CENTRAL QUALITY CONTRIE
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FROM: ARMSTRONG EHS 7173965577

SECTION X
TRANSPORTATION

For domestic transportation purposes, vinyl resins are
not classified as hazardous by the U.S. Depantment of
Transportation under Title 49 of the Code of Federal
Regulations, 1983 Edition.

» DOT Proper Shipping Name: Not applicable

s DOT Hazard Class: Not applicabie
« DOT Label: Not applicable
* UN/NA Hazard No.: Not applicable
SECTION X!
HAZARD CODES
Hazard Code Key NEFPA 704’
4 = Extrome
d=Nigh Flammabillty
2 s
0 = Insignificant 0 Reactivity
AN
' Special
HMIS'
HEALTH 0
HAZARD
FLAMMABILITY 1
HAZARD
REACTIVITY 0
HAZARD
MAXIMUM PERSONAL . .
PROTECTION

"Wear safety giasses. Wear gloves and/or dust
respirator when needed.

(1) National! Fire Protection Association.

(2) Hazardous Materials Identification System,
National Paint and Coatings Association.

DISCLAIMER OF LIABILITY

As the conditions or methods of usé are beyond our
control, we do not assurme any responsibility and
expressly disclaim any liability for any use of thismate-
rial. information contained herein is believed to be true
and accurate but all statements or suggestions are
made without warranty, exprass or implied, regarding
accuracy of the information, the hazards connected
withthe use of the matarial or the results to be obtained
from the use thereof, Compliance with atl applicable
federal, state and local laws and regulations remains
the responsibility of the user.

T0:914048708187--28268  PAGE: 22
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APPENDIX 1
VINYL CHLORIDE MONOMER (VCM)

Employee exposure to vinyl chioride monomer (CAS
Registry Number. 7501-4), a carcinogen, Is regulated
by OSHA (28CFR1910.1017). The current regulation
requires that no employee may be exposed to VCM
concentrations greater than 1.0 ppm (parts per mitlion
by volume) averaged over any eight-hour period or 5.0
pprn averaged over any period not exceeding 15 min-
utes. The aclion level is 0.5 ppm averaged over any
eight-hour work day.

The regulation applies to the manutacture, packaging,
repackaging, storage, handling or use of vinyl chlorids
orpolyvinyl chioride, but does not apply tothe handling
ar use of fabricated producls made of polyvinyi
chloride. Typically, purchasers of vinyl resin to be com-
pounded or further processed must comply with the
permissibie exposure limits set by OSHA. Moreover,
the regulation requires a program of initial monitoring
in each facility to determine If there is any employee
exposure in excess of the action level without the use
of respirators. If monitoring does not find VCM above
0.5 ppm, no further action is nacessary. Referto QSHA
reguiations (including 29CFR1910.1017) for complete
detalls.

SPECIAL NOTE: Vinyl Chioride Waming Labels on
Resin Contalners

Monitoring of viny! processing and fabricating plants
and modeling studies show that the action leve! (0.5
ppm) cannot be exceeded when residual VCM is at or
below 8.5 ppm in Geon® vinyl resin. Shipping con-
tainers for these resins are not labeled by BFGoodrich
unless a customer specifies otherwise. Vinyl prime,
off-grade or scrap résin is labeled if residual monomer
exceeds 8.5 ppm. The OSHA regulation requires that
the label says *"Polyvinyl chloride contains vinyl
chilaride. Vinyl chloride i$ a cancer suspect agent.”

Polyvinyl chlorideresinis not acancersuspectagent, it
is the trace amount of unreacted vinyl chloride mono-
mer that must be controlled, not the viny! itself.

Although some containers may be labeled, this does
not necessarily mean that employee exposure to VCM
will exceed parmissible exposure limits. Using “worst

- case” conditions of thermal processing, our studies

show that more than 30 ppm of unreacted monomer in
vinyl resin is needed to cause 0.5 ppm to be present in
the atmosphere of a hot, poorly ventilated workplace.
For further information, please read BFGoodrich
Technical Service Bulletin No. 12, “Vinyl Studies."
Good ventilation in those areas where VCM might con-
centrate — such as where comainers are stored and
first opened, where materials are mixed and where
resin is melted — will further ensure a work environ-
meni virtually free of VCM,

RELEASED JUN 9 1988 CENTRAL QUALITY CONTROL:
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APPENDIX 2
HAZARDOUS SUBSTANCES

None of the {ollowing materials designated as toxic
andhazardous by the U.S. Depariment of Labor(OSHA)
are used to manufaciure Geon®vinyl resin nar are they
anticipated by-products in our production process:

20CFR1910.

1001 Asbestos

1002 Coal tar pitch volatiles

1003 4-Nitrobiphenyl

1004 alpha-Naphthylamine

1006 Mathyl chioromethyl ether
1007 3.3"-Dichlorobenzidine (and salts)
1008 bis-Chloromethyt ether

1009 beta-Naphthylamine

1010 Benzidine

1011 4Aminodiphenyl

1012 Ethyleneimine

1013 bata-Prapiotactone

1014 2-Acetylaminolluorene

1015 4-Dimethylaminoazobenzene
1016 N-Nitrosocdimethylamine
1018 Inorganit arsenic

1029 Coke oven emissions

1043 Cotton dust

1044 1.2-Dibrome-3<chloropropane
1045 Acrylonitrile

1047 Ethylene oxide

No lead, mercury, other heavy metals or heavy metal
compounds and no polychlorinated biphenyls (PCB) or
polybrominated biphenyls (PBB) are used to manufac-
ture Geon®vinyl resins. These materials are ubiquitous
and trace quantities may be found in the environment.

7173965577
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Qz@\\“ MATERIAL SAFETY DATA SHEET [0z 32-

(Approved by U.S Deparrmcn: of Labar as emnmlly similar” te Farm L58-005-4) @ /) / 3 /

SECTION | IDENTIFICATION OF PRODUCT
M FACTUAE e
MaNdFASTURER  AKRON CHEMICAL COMPANY e R -B36-2108
ADDRESS . H .
255 Fountain St., Akronr, Ohio 44304
TRADE NAME AND SYNONYMS ® )
AKROSPERSE™ D-225 DR
CHEMICAL NAME AND SYNONYMS
70% DPTT ACCELERATOR DISPERSED IN EPR POLYMER
CHEMICAL FAMILY - MOLECULAR FORMULA
MIXTURE . N/A M-CASH# 120-54.7
SECTION (I HAZARDOUS COMPONENTS OF MIXTURES
THRESHOLD i THRESHOLD
COMPONENT ® [R]71kg COMPONENT * LiMIT
VALUE VALUE
{UNITS) {UNITS)
N/A - L ~
S
SECTION i1 PHYSICAL DATA
APPEARANCE AND ODCGR
’ DARK RED RUBBER STRIPS; LITTLE ODOR
BQILING POINT SPECIFIC CGRAVITY
t,m-:ckees FAHRAENHEIT) NA (WATER = 1}’ 1. 3 0
VAPOR PRESSURE PERCENT VOLATILE
(MM, OF MERCURY} NA {(BY VOLUME) NA
VAA:D-R DENSITY EVAMRAT&O:TNEATf
(A1 = 1) . NA (BUTYL ACET, ) NA
SOWLUBILITY IN WATER EVAPRQRATION RATE
(ETHYL ETHER = )
INSOLUBLE NA
SECTION 1V FIRE AND EXPLOSION HAZARD DATA
FLASH PQINT (SPECIFY METHOO) FLAMMABLE LIMITS LOWER UPPER
{OEGREES FAHRENHEIT) NA (PFERCENT B8Y YOLUME) N /A
-EXT
FIRE-EXTINGUISHING MEDIA WATERl FOAM’ COq
SPECIAL FIRE-FIGHTING PROACEDURES =
TYPICAL FOR RUBBER FIRES. WEAR SELF-CONTAINED BREATHING APPARATUS.
UNUSUAL FLRE ANG EXPLOSION HAZARDS '
«sn  RELEASED MAY 81989 CENTRAL QUALTY CONTROL

THIS INFORMATION 1S GIVEN WITHOUT A WARRANTY ON REPRESENTATION. WE OO NQT ASSUME ANY LEGAL RESPOMSI-
BILITY FOR SAME, HNOR DO WE GIVE PERMISSION, INDUCEMENT, O/ RECOMMENDATION TO PRACTICE ANY PATENTED 1N
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SECTION V HEALTH HAZARD DATA

THRESHOLD LIMIT VALUE
NE

EFFECTS OF OVEREXPOSURE ‘
ELASTOMERIC DISPERSION FORM SUBSTANTIALLY REDUCES OR ELIMINATES RISK

OF EXPOSURE BY SKIN CONTACT, INHALATION, ACCIDENTAL INGESTION.

EMERGENCV AND FIRST AID PROCEDURES

SKIN CONTACT—WASH THOROUGHLY ARTER HANDLING

SECTION VI REACTIVITY DATA

CONOITIONS TO AVOID

UNSTABLE
STABNITY * !

STABLE x NONE
INCOMPATIBILITY (Matarisis to avold)

NA

HAZAROOUS DECOMPOSITION monucwhA ’
HAZAuoous | maY occur " | CONDITIONS TO AVOID -
fOL Y
MERIZATION wiLL NOT occur| X NONE

SECTION Vil SPILL OR LEAK PROCEDURES

STEPS TO BE TAKEN IN CASE MATERIAL 15 RELEASED OR SPILLED
PICK UF AND RETURN CLEAN MATERIAL TO CONTAINER FOR USE,
DISCARD CONTAMINATED MB AS ORGANIC CHEMICAL WASTE.

WASTE DISPOSAL METHOD LANDFILL OR INCINERATION
IN ACCORDANCE WITH FEDERAL, STATE AND LOCAL REGULATIONS.

SECTION Vil SPECIAL PROTECTION INFORMATION

RESPIRATORY FPROTECTION (Specity typs)

NONE
LOCAL EXHAUST . . DES IRABLE [PPEc'A- NA
VENTILATION :
' | MECHANICAL (Ganaral) ADEQUATE OTHER NA
PROTECTIVE GLOVES . EYE PROTECTION
RECOMMENDED X : NONE

OTHER PROTECTIVE EQUIPMENT

NONE

SEC'BON IX SPECIAL PRECAUTIONS

PRECAUTIONS TO BE TAKEN IN HANDLING AND STORING

STORE BELOW 1100F IN A DRY AREA,
RELEASED MAY 8 1989 CENTRAL QUALITY CONTROC

OTHER'PRECAUNONS ” i
MATERIAL AGED OVER ONE YEAR SHOULD BE TESTED FOR
" ACCEPTABILITY BEFORE USE.

SECTION X DATE AND SOURCE OF INFORMATION

13

DATE 8/28/ 85 NAMEANDTITLE J. E. MYERS , A%“ Y. | SWEET NUMBER

MANMAC ER TECHA SEAVICES.
T YTy T - Ve
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"

WitCO® MATERIAL SAFETY DATA SHEET  srobuct mystnenemszta

SECTION V = SPECIAL PROTECTION INFORMATION N - PV, WG - W ¥ S B L.
VEMLILAG N |y L U UL D LU AL, MEUCHANIUAL, SFLUEAY PHOIE L DIve LlDve's

] vES, NTOPRENE TYPE
LOCAL, 1F NLCESSARY TO CONTROL HEATED FUMES. LYE DL 70N

e

ACSERATOHY IO TICTION »SPECTFY Tyve 13 CHEMICAL SAFETY GLASSES
Qinik M pRO1ECIVE RQUPAENT

DUST RESPIRATOR AS NECDED, N i
M MODEL 9910 RECCHMMENDED. EOPRENE TYPE PROTECTIVE
m 50] APRON RECOMMENDED.

SECTION VI — HANDLING OF SPILLS QRLEAKS

FRYCEOVINS PR L ad e

REGULAR HOUSLKEERPING PROCEDURES ARE ADEQUATE -MAY
BE INCINERATED |F NECESSARY.

T T
URLR RSPV ey

DISPOSE OF IN ACCORDANCE WiTH ALL APPLICAALE
LOCAL, STATE AND FEDERAL REGULATIONS.

o,

ad

SECTION Vil — SPECIAL PRECAUTIONS

CREL A w3 T T L AMUI Sy AR L 00 AN STORAGE

KEEFP CONTAINERS CLOSED UNTIL_READY FQR USE AND

PROTECT FROM EXCESSIVE (2150 F} STORAGE TEMPERATURES TO PROLONG SHELF LIFE.

3

SECTION VI — TRANSPORTATION DATA

J.8. 0.0.7, PROPER SHIPPING NAME
UNREGULATED
:"] BY D.O.1. ':7‘ ‘
5.D.0.1. AR CNUAEEA
REGULATED v.5.0 HAZARD CLASS 1.0, NuNBEA
¢ gvooT 43 =
TRANSPORTATION [ LABELIS) REQUIRED
EMERGENCY %0 '.,_,]
INFORMA 1107 FHLIGH T CLASSIFICATION
' CHEM TREC kil
SPECIAL TRANSPORTATION NOTES
,_‘ 1-i800)124-9200
4% . 3

SECTION X — COMMENTS

o RELEASED MAY 8 1989 CENTRAL QURLTTY CONTROC

7{ Crer BRUCE MOORMARN
.'-lormruu!‘___,,;}..,‘ T eld /‘/Ai'/,".‘//////é'm‘___ __ nnp _ REGULATORY COMPL I ANCE
- N

HEVSONDATE JAN. 1, 1384 SLNT ) ATYM DATE

SUPIRSILLS _ALL PREVIOUS

We beheve the staterhenis. technicdl intormation and recommentdations containgd herein are reliable, but they
are given without warranty or yuaraniee ol any kind, express or implied, and wa assume no responsibility lor

.
v,

any less, damage, or expense, dirngt or consequential, arising out of their usa.
. ;"'

Pane 3 0t 2
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Wﬁtm MATERIAL SAFETY DATA SHEET [Tiarawsnaiwa Ten
. ) M3 - EXTACMC AR by ity
. . e
PRODUCT __HYSTRCNE®a Y10 .’ 2- MaoLua e Tanscus ‘
had [l
Q - INSKRIFICANTY Socral
SECTION! G A.S, 57.11.4
WG AYANLE A T UGG DV EHUN UH SUIBIDIARY CMENGLNGY (CLEPHONE
N . MANUFACTURER
- '
ADOAL S LTI T CoDE L9031 320..5B00.
DONESS INUMULR. S TITE? L STATL, 2w CODE) CHEM TREC 1800 a 24 3303
| K X1z s JPH1S TN 3H101-108 -
GCHEAIC AL NAAE OHFAMILY JFOUMUL A&
3 SYEARIC ACLD 4 M XTURE

[7] PERTINENT SECTIGNS OF 29CFR 1810.1001

SECTION | — CHEMICAL AND PHYSICAL PROPERTIES CHEMICAL . PHYSICAL
HAZARCOUS DT CORFOSE QN FRODUCTS FOIM
SOLID, FLAKES, POWDER
€O, FROM BURNING . 4] arane
5 BoON
INCOMPANELITY SREED AVIAY FROLY "9—]
MILD - TYCICALLY FATTY
L—] AL iANCE
& N/A
LIST ALLTOXIC 2D HALARBOUS I RIDENTS 0] waxy
CONTAINS NO COMPONENTS LISTED IN 29CFR 1910.1000 CGiGA | T, OFF -WHITE.,
TABLES 2-1, Z-2 OR Z-) NOR ANYTHING IN OTHER N LY. TAN )
SHECH W yHAVIIY
THAY 1910.1029

.—,]-wnm = VAPPROX. O _RTS

SECTION Ul — FIRE AND EXPLOSION DATA

SPECIAL rikt P URTING FROCIDWRES

DO NOT USE HEAVY STREAM
OF WATER AS FATTYY MATERIAL
WiLL FLOAT.

m

FLaSh #Qimi «METRUD USED)
QPEN CUP APFROX.
39S =

6 202 ¢
FLAMMAHLE LIMITS o

NOT AVAILABLE .

27|Lowsn

UPPER

UNLEUAL FIRE AND EAPLDSION HAZARDS

ONLY HAZARDS USUALLY ASSOCIATED
WITH QRGANIC DUSTS,

ol

EXTINGUINSHING AGENTS
X co,
X FOAM

X WATERFOG X SAND/CARTH

—

X ORYCHEMICAL
¥ WATERGPRAY

“ul - arngER,

SECTION IV = HEALTH HAZARD DATA

LN SIHLE SONLL N TitA THALY (atite

77]  NOT ESTARLISHED

EFFECTS OF DVEREXPOSUNE

‘;;l NDA

TOACOLUGLIC AL FHUOPERTNG

LD 1D10GM/KC OF DODY WEIGHT
M - X/)

LIAERGESNCY FiST M0 FROCLOUIT S

3(\'(5 WASH CYCS WITH WATECR AND CONTACT
PHYSICIAN IMMCDIATCLY .

"!‘-‘\'-‘J’Tﬂ”'-‘-CT WASH WITH SOAF AND WATER,

ulmumamm
' tRWALLOWIED CONTACT PHYSICIAN,

REL 8

T REaCaing o MDA

fICMOVE, TO FRLSH AIR.

A

- NODATA AVAR ANLE

rage Vot ?

< - LtLs THAN

BOWING PT,
—1s ¢
ABOVE R
orC
",'3"] —han
MELTING F7 9 . e
APPROX.
SOLUAILITY
IN WATER
AT oc NEGLIGIRLE
"%
o VOLATLE
To] 18T WT %) NEGLIGIBLE
EvaF RATE

10 Y

VAPQR #REGHUINL
'6[ fin Mg at 20 °C1

NEGLIGIDLE
=
NEGLLGIBLE

VAFMOR QENSITY
(5] am e —_gA
pH AS 1S

..nl Mt v

STV ALD

STNONGOASE e

sTAaTC X
UNSYAME o
n
VISCQDITY R
sun oo on >

_] AV 100~T
l'__.ﬂ_EDﬂ_l_NQH:"_T!lU\L

S AN TN

FRAsAA R 41 oo v a4 T
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R. T. VANDERBRILT COMPANY,
Induatrial Minerals and Chemicals
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(203) 853-1400 TWX 710-468-2940
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L
*
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*

A

HANCOCK STREET 7
80, HRAINTREE MA 02184 :
Date: 10/14/87 Revised! 11/27/8% Supersedest 07/31/85
I. FPRODUCT IDENTIFICATION F384603

Trade Name! SULFALS#*

Chemital Name!: Dipentamethylenethiuram tetrasulfide

? Synonymas! Fiperidine, l,1*-(tetvrathiodicarbonothioyi)bis—
L CAS Reg. No. 120-54-7

Hazerdous Ingredients/08HA: None

Cartinogenic Ingredients/0SHA/NTF/IARC! None

It. NARNING STATEMENTS
None

e et e i A8 B it e

ITI. FHYSICAL AND CHEMITAL TATA

— s

sam o ey e e At mas e

Appearance and Ddor! Light yellow to Light buff powdeyr

Density, at 2% deg ¢, Mg/cu m: 1.30

Gotubility in Water: Naegligible

(% ~ Registered in W.8e Fatent ad Trademavk Office’

i

|

| .
| RELEASED JANS 1 1991 CEMTRAL QIALIY COHTR.
|

HYCY o} SR A

f

I Infermanan praganion heren has peen tampied (1o sources sonsieral 1o O Jependable ana 5 accutate an. if
‘ DLt NOE quacanteed 10 De 0. Nothing hesein iy 1) e AOCRLILER &5 F@COMIMAAING 3NV Prachice ¢ f ANy Proauct ir vidlalien
]

OF FECWIRLCA It .5 1he USE! 5 ~ISDONKIRIILY WO dRLIMINE 1 Pmzet! the sanabnity ol any Matenal tor a specitic Survad &t 1o Adopt 3UCk salG! @ »
may e "RCEYSary WO HEal 10 wananty s 1a the (Rsults b be oDaned (A nsing any matergl any, &gl COLL NNt T Gre dre not utder e LanTnn g

Aagcessartiyv Cine ain Al D3ttty with cRENeCT 0 INe nid ! 30y matenal suppbed Dy us

NN L SRR Y SR M I R S
Canty patent or in antate non

o

o ING. Q;“‘Mﬁ# LK IR N B AR N N
MATERIAL
SAFETY
DATA SHEET
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MSDST  SULFALS Page 2 of 4

ansa v -

IV,  FIRE PROTECTION Yy a
Cro/41

1%

"Flash Point (deg C/deg F)! N/A
Extinguishing Madia! Foam, dry chemical, cavrbon diaexide

Special Firefighting Frocedure! Positive pressure self-contained
breathing apparatus

Unusual Fivre Hazard? None known

V. REACTIVITY LATA

Thermal Stability? Stable
Materials to Avold?! Gtrong oxidizing agents
Hazardous Folymerization! wWill not oeccur

Hazardoue LDecomposition Froductst UOxides of nitrogen, sulfur and car-
bon at combustion temperatures

JI. HEALTH HAZARD DATA

Exposure Limits?

TLV not established

Effects of Overexposured

None known

RELEASED JANS 1 1991 CENTRAL QUALITY CONTROL

Information preaented hereir has teen compiled from sour¢ea considered 1Q De nepencuble and 18 sccurate and relidble 10 the bast ¢f our knowluedge anc bels

hut is not guarantied lo be so. Nothing herein i3 10 he construad a8 recommeanging any practice or any profdutt in violation of any patenl or in violption ol any lav.
of regulation. 1% is the user's 2encus.oiity 16 getermiae (or himsel! the suitability ©l any material 1¢r 2 specific purpos€ g1 10 adopt Such saiely precautions au
May be necessary. We make no warranty gy 10 the fesulls to ba obtalned in using any material and, since conditians of use are POl unger Oui CONIAL we Muz:
necessarly dis¢laim all hatnty w17 v2zpect 10 the vse of any materlal supplied by us.



JUN-19-B1 88:52 FROM: ARMSTRONG EHS 7173965577 TD: 914848708187~ -23268 PAGE: 38

Ky A

M8ING: SULFALDG Fage 3 of 4

vII. FHYSIOLOGICAL. EFFECTS SUMMARY

ORI

(/2 13/
Medical Conditions Genevally Aggravated By Exposure! Unknowns

)7/

ipr LISO >200 mg/ke mice

VIIX, FRECAUTIONS FOR SAFE HANDL.ING

Wash thoroughly after handling the pyoduct

RELEASED JANS 1 1991 CEWRAL QUALITY CONTROL

Intormation presenied herein has been CaMpiied fram sources CoNsilréc 10 be depengadle and 15 acsurate and reliable 1n 1ne Dest of our KNCwirage and S

but 15 not guarantend 10 be 0. NONing herein 1§ to be conslrued as recommending any practicy of any produnt 1a violatan ¢ any palent or in vinlshion O ANy i3
oOf reQuIANON, 115 the ysers respansibility to determing o imsealf the Syitabilitv of any matenal for a specitic purpese and 10 adopt such sately precavbiony
M8y DE NCoonnary W make no warranly as 10 1he 1asaits 10 £ obiaincy A uiNg any Matenal and. since CONMmUOoNS of use aré Not under HYr cantrol, we !

necessanty discham all habdity wittorespect to the use o any maienal sLyhied By us.
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MEDS: SULFADS Fage 4 of 4
IX. FROTECTION AND CONTROL MEASURES /9 7 . {;-

13
il

Protective Equipment! Rubber gloves, 9ogg9les
Respiratory Frotectiont! Dust mask if dusty conditions

Ventilation! Effective ventilation te draw dust, fumes or vapors
away Trom wovkers to pravent routine inhalation

X EMERGENCY AND FIRST ALl PROCEDURES

— [P v—

Eye Contact: Flush with water for at least 15 minetess Consult
a physician

Skin Contact?: Wash with socap and water. Launder contaminated clothing
before redse

Inhalation! Expose to fresh air. Keep warm and quiet: Oive
artificial respiration

(™ e naas

XI. SFILL AND DISFOSAL FROCEDURES

v

Spill or Leakage Frocedurel! Sweep apillage. UWet down with soarp and
water. FPlace in @ closed container

Waste Digposalt Not an RUORA waste. A% for ovganic chemicals accord—
10 applicable government regulations

Envivonmental Affairs

Re T VANDEREBEILT CQ., INC.
30 Winfield Street

F.D. Box 5130

Norwalk:, CT 06854

Tel. No.! (203) BEI-1400

For aAdditional Information Contact!

RELEASED JANS 1 1991 CENTRAL QUALITY CONTROL
'

tnformation presented herein hag baen compiied trorn sources consigered to be drpendabie and s avcurata ang 1ehable 10 1ha hast o1 our Knowledge anid it
but i% not guaranteed 10 be s0. Nothing herein is 10 be construea as recommaending any practice or any product in violalion of any patent of In vidisilon of ony Law
or reQuiation. 1 is 1hir user's texponsibitity 1o oalermine for mmsell the swiahility of any maleual tor a specitic Durpese aixnd 1o adopl such salety precautiony o
may he hecessary We mawe nno warrdnly as 16 1he resyits (o 08 oblained (N using any material and, since CONGILIONs OF LAe Bre Not under Our cENIDL Vo MGkl

necessaniv sclaun il Habitity with respact 10 the use of any material supplied hy us
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SPECIAL PROTECTION INFORMATION

Engineering Controls:  Sufficient ventilation to minimize dust exposure. Protect closed handling systems
against possible dust explosions. Avoid dust accumulation on building or equipment surlaces.

Personal Protection Equipment.  Avoid all personal contact. Observe good personal hygiene, Impervious
gloves and goggles should be worn when handling. In the absence of adequate ventilation, use NIOSH-
centified dust cartridge respirator.

STORAGE, SPILLS AND DISPOSAL INFORMATION

Storage: Store away from sources of direct heat in a dry area. Keep containers closed when not in use.
Spills:  Sweep or vacuum up. Shove! into secure containers for proper disposal. Avoid creating dust. Use
personal protective equipment as outlined above.

Disposal: I1n aceordance with any applicable focal, state, or federal reguiation regarding organic waste.

Environmental Information;  Environmental effects have not been determined.

HEALTH RELATED DATA

Specific Hazard(s): Contact with eyes or skin can cause irritation,

Primary Route(s) of Entry:  Inhalation, skin absorption.
- . First Aid Procedures: Eye contact Flush with water for 15 minutes. Get medical attention.
Skin contact: Wash thoroughly with soap and water
Inhalation: Remove to fresh air.

Toxicology Information:  Oral toxicity: LD5D {rats) - >> 5 g/kg
Dermal toxicity: LD50 (rabbits) - > 2 g/kg
lrritation: eye {rabbits) - moderate
skin (rabbits) - negative;
pasitive based on human experience
Genotoxicity: Ames Saimonelia - negative
CHO HGPRT = negative
L517BY Mouse lymphoma - weak positive
S. Cerevisiae D4 - negative
E. coli - negative
Balb/3T3 Cell transformation - negative
CHO chromosome aberration - negative

Chronic: The feeding to mice of 1500 ppm for 18 months did not produce a significant increascd tumar
incidence.






